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DEPARTMENTS  OF  LABOR,  HEALTH  AND 
HUMAN  SERVICES,  AND  EDUCATION,  AND 
RELATED  AGENCIES  APPROPRIATIONS  FOR 
FISCAL  YEAR  1997 


THURSDAY,  MAY  9,  1996 

U.S.  Senate, 
Subcommittee  of  the  Committee  on  Appropriations, 

Washington,  DC. 
The  subcommittee  met  at  2:10  p.m.,  in  room  SD-138,  Dirksen 
Senate  Office  Building,  Hon.  Arlen  Specter  (chairman)  presiding. 
Present:  Senators  Specter,  Cochran,  and  Harkin. 

DEPARTMENT  OF  LABOR 

Office  of  the  Secretary 

statement  of  robert  reich,  secretary  of  labor 

opening  remarks  of  senator  arlen  specter 

Senator  Specter.  Good  afternoon,  ladies  and  gentlemen. 

This  afternoon,  the  Subcommittee  on  Labor,  Health  and  Human 
Services,  and  Education  is  holding  the  second  hearing  on  the  fiscal 
year  1997  appropriations  request.  We  welcome  the  distinguished 
Secretary  of  Labor  Robert  Reich  here  today. 

I  was  just  commenting  with  Secretary  Reich  that  I  last  saw  him 
on  April  2,  at  a  reception  in  the  French  Embassy,  where  he  and 
Secretary  Ron  Brown  were  honored.  And  we  were  together  at  6:45 
p.m.,  that  evening  and,  the  next  day,  the  tragic  news  was  received 
worldwide  about  the  accident  involving  Secretary  Brown.  And  my 
first  thought  was,  where  was  Secretary  Reich? 

It  is  nice  that  you  were  safe,  and  very  regrettable  about  the 
many  people  who  were  fatalities  of  that  accident. 

Today,  Mr.  Secretary,  we  are  looking  forward  to  hearing  your 
testimony  on  the  administration  of  the  Department  of  Labor  and 
its  budget.  In  fiscal  year  1996,  working  on  a  bipartisan  basis,  we 
were  finally  able  to  bring  our  appropriation  bill  to  the  floor.  Sen- 
ator Harkin,  the  ranking  member,  my  distinguished  colleague  and 
I,  cosponsored  the  amendment  which  added  funds,  which  threaded 
the  needle  between  what  the  President  would  sign  and  what  the 
House  conferees  would  agree  to.  And  now  we  are  looking — Senator 
Harkin  agrees  with  that. 

Senator  Harkin.  I  agree. 

(1) 


Senator  Specter.  Now  we  are  looking  at  the  fiscal  year  1997 
budget,  totaling  $10.7  billion,  under  your  request,  which  is  an  in- 
crease of  $1.37  billion  over  fiscal  year  1996.  There  are  new  initia- 
tives, but  no  reductions,  and  that  sets  the  stage  for  our  consider- 
ation as  to  how  we  are  going  to  make  ends  meet.  There  is  a  com- 
mitment shared  on  all  sides  that  we  have  to  have  a  balanced  budg- 
et, and  we  are  committed  on  this  subcommittee  to  do  it  with  a  scal- 
pel and  not  a  meat  ax. 

Two  charts  have  been  prepared  by  staff  showing  the  budget  pro- 
jections of  nondefense  discretionary  spending  Government  wide  for 

1996  to  2002.  It  also  shows  the  projection  of  the  President's  budget 
as  re-estimated  by  CBO.  The  chart  reflects  outlays  for  the  year  the 
funds  are  actually  spent.  And,  as  is  evident,  both  the  President's 
and  CBO's  budgets  project  spending  to  go  down  in  the  outyears,  al- 
though the  President  takes  a  position  of  spending  more  now  and 
saving  later,  while  the  Congress  is  trying  to  put  the  budget  on  a 
more  even  glide  path. 

The  second  chart  shows  the  President's  proposal  for  Department 
of  Labor  discretionary  spending  for  1996  through  2002,  with  the 
Department's  proposed  spending  going  up,  in  contrast  to  the  other 
chart  which  shows  Govemmentwide  spending  going  down.  And  this 
raises  the  question  as  to  whether  the  Department  of  Labor  will 
participate  in  our  efforts  at  spending  reductions. 

PREPARED  STATEMENT 

Mr.  Secretary,  that  is  a  very  brief  statement,  the  summary  of  a 
very  long  and  complicated  and  excellent  statement  prepared  by 
staff,  which  will  be  placed  in  the  record  without  objection.  And  I 
turn  now  to  my  distinguished  colleague,  the  ranking  member.  Sen- 
ator Harkin. 

[The  statement  follows:! 

Prepared  Statement  of  Senator  Specter 

This  afternoon,  the  Subcommittee  on  Labor,  Health  and  Human  Services  and 
Education  has  the  second  of  several  hearings  on  the  fiscal  year  1997  appropriations 
requests.  I  want  to  once  again  welcome  Secretary  Reich  to  the  subcommittee. 

Mr.  Secretary,  your  agency  is  charged  with  a  formidable  task:  Providing  employ- 
ment and  training  assistance  to  hundreds  of  thousands  of  youth  and  adults,  enforc- 
ing wage  and  hour  and  occupational  safety  and  health  laws,  and  providing  pension 
security.  Over  the  coming  months,  this  committee  and  other  committees  in  Congress 
will  be  taking  a  careful  look  at  your  recommendations.  I  am  sure  you  will  agree  that 
something  as  important  as  our  Nation's  workforce  deserves  no  less  than  the  most 
reasoned  review. 

In  fiscal  year  1996,  working  on  a  bipartisan  basis,  we  were  able  to  meet  both  the 
objectives  of  deficit  reduction  and  preserving  funding  for  priority  education  and 
workforce  programs.  As  you  know,  the  amendment  I  sponsored  with  Senator  Harkin 
restored  more  than  $2.7  billion  to  programs  in  these  areas,  including  summer  youth 
jobs,  dislocated  worker  assistance  and  school-to-work  programs. 

The  Department  of  Labor  budget  request  for  discretionary  spending  for  fiscal  year 

1997  totals  $10.8  billion,  an  increase  of  $1.37  billion  or  14.6  percent  over  the 
amount  appropriated  in  fiscal  year  1996.  The  request  includes  few  notable  program 
reductions  but  does  include  several  new  initiatives. 

Let  me  set  the  stage  for  fiscal  year  1997  by  referring  to  the  two  charts  which  are 
displayed  here  on  the  podium. 


PROPOSED  SPENDING  GOVERNMENTWIDE  GOES  DOWN— NONDEFENSE  DISCRETIONARY 
OUTLAYS 

[In  billions  of  dollars] 

Fiscal  year  Congress  President 

1996  271  271 

1997  271  282 

1998  264  284 

1999  260  278 

2000  256  274 

2001  250  259 

2002  249  252 

Note:  Discretionary  levels  for  the  President  are  the  levels  proposed  by  the  President  in  his  fiscal  Year  1997 
budget  as  re-estimated  by  the  Congressional  Budget  Office. 


The  line  chart  shows  Congress'  budget  projection  of  non-defense  discretionary 
spending,  government-wide,  from  1996  to  2002.  It  also  shows  a  projection  of  the 
President's  budget  as  re-estimated  by  CBO.  The  chart  reflects  outlays,  or  the  year 
the  funds  are  actually  spent.  As  you  can  see,  both  the  President's  and  Congress' 
budgets  project  spending  to  go  down  in  the  out  years,  although  the  President  takes 
a  spend  now,  save  later  approach  while  the  Congress  puts  the  budget  on  a  more 
reasoned  glide  path. 
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The  bar  chart  shows  the  President's  proposal  for  Department  of  Labor  discre- 
tionary spending,  from  1996  through  the  year  2002.  As  you  can  see,  for  fiscal  year 
1997  through  2002,  the  Department's  proposed  spending  keeps  going  up,  in  contrast 
to  the  other  chart  which  shows  government-wide  spending  going  dovvTi.  This  implies 
that  the  Department  of  Labor  would  not  participate  in  spending  reductions  needed 
to  bring  about  a  balanced  budget.  This  is  likely  to  be  an  unrealistic  expectation. 

As  the  charts  illustrate,  we  have  an  extremely  tough  job  ahead  of  us,  Mr.  Sec- 
retary. I  look  forward  to  working  with  you  in  the  coming  months  to  craft  an  appro- 
priations bill  that  maintains  the  commitment  to  balancing  the  budget  while  main- 
taining fimding  for  high  priority  job  training  and  workplace  safety  programs.  This 
will  necessitate  each  Federal  agency  within  this  subcommittee's  jurisdiction  sharing 
in  spending  reductions  through  identifying  further  efficiencies  and  savings. 

OPENING  REMARKS  OF  SENATOR  TOM  HARKIN 

Senator  Harkin.  I  thank  you,  Mr.  Chairman.  I  have  to  read  all 
of  what  my  staff  prepared  for  me  here.  No;  I  am  just  kidding  you. 

Mr.  Secretary,  it  is  good  to  see  you  again.  It  is  a  pleasure  to  have 
you  here  before  the  committee.  If  my  memory  serves  me,  you  last 
appeared  here  to  detail  the  impact  on  the  Department  of  Labor  of 
the  seemingly  endless  series  of  shutdowns  that  the  Government 
was  going  on  because  of  our  continuing  resolutions. 


Again,  I  just  want  to  echo  what  Senator  Specter  said.  We  worked 
very  closely  and  were  able  to  work  with  you  to  restore  almost  $1 
billion  in  the  cuts  in  worker  protection  programs  and  job  training 
programs.  Nearly  two-tWrds  of  the  cuts  made  by  the  House  were 
restored  in  the  final  agreement  that  we  reached.  I  appreciate  the 
close  working  relationship  with  you,  Mr.  Secretary,  and  the  people 
on  your  staff  at  the  Department  of  Labor,  in  working  with  us  to 
hammer  this  thing  out  and  to  stick  with  it  so  that  we  can  restore 
those  deep  cuts. 

Unfortunately,  however,  it  seems  that  the  House  and  Senate 
Budget  Committees,  in  what  they  had  before  them  on  the  blue- 
prints is  going  to  lead  perhaps  to  another  repeat  of  what  we  did 
last  year.  The  nondefense  discretionary  spending  levels  are  de- 
scribed as  a  freeze.  However,  it  is  frozen  before  we  unfroze  it.  I 
should  say  that  it  is  a  refreeze,  not  a  freeze — a  refreeze — ^because 
we  unfroze  about — well,  as  Senator  Specter  said — it  was  about  $2.7 
billion  for  education  and  job  training.  That  does  not  include  the 
$300  million  for  worker  protection  programs  that  we  added  and  the 
$1  billion  for  environment  included  in  the  final  agreement. 

So,  again,  a  lot  of  the  things  that  we  added,  they  have  gone  back 
and  ignored  and  froze  those  programs  at  lower  levels  than  fiscal 
year  1996  conference  agreement.  So,  again,  we  have  got  our  work 
cut  out  for  us  again  in  that  effort,  and  I  look  forward  to  working 
with  Senator  Specter,  Senator  Cochran  and  others  on  this  sub- 
committee to  make  sure  that  we  meet  the  challenge  that  we  have 
and  that  you  so  eloquently  expressed  so  many  times.  And  that  is 
to  get  our  work  force  retrained,  and  get  them  the  best  education, 
to  make  sure  that  we  can  compete  in  the  world's  markets. 

This  is  really  where  it  all  comes  through,  right  here  on  this  sub- 
committee. But  if  the  budget  committee  has  its  way,  I  am  afraid 
we  are  going  to  be  right  back  where  we  started,  fighting  the  same 
kind  of  fight  as  we  fought  last  year.  But  I  know  that  Senator  Spec- 
ter does  not  agree  with  that  kind  of  approach  and  I  know  we  will 
be  working  together  to  make  sure  that  we  do  in  fact  not  only  meet 
our  obligations  but,  as  I  said,  to  make  sure  we  have  enough  money 
in  the  budget  for  job  training  and  work  force  development. 

Some  of  the  great  things  we  have  done  is  in  the  One-Stop  Shop- 
ping Program;  I  want  you  to  know  it  is  working  great  in  Iowa.  I 
have  heard  a  lot  of  good  things  about  the  One-Stop  Shopping  in 
Iowa. 

Senator  Specter.  Is  the  one-stop  shopping  where  you  select  the 
President  there?  [Laughter.] 

Senator  Harkin.  No;  that  is  100  stops  in  Iowa  to  select  a  Presi- 
dent. I  think  somebody  made  one  stop  there,  and  I  do  not  think 
they  got  too  far. 

Aiiyway,  we  have  got  that.  Our  work  force  development  center 
that  we  have  got  in  Davenport  has  been  great,  as  is  the  work  start 
consortium.  I  just  heard  good  things  about  all  of  these  programs 
now,  and  we  have  got  to  make  sure  that  we  back  those  up  and 
make  sure  that  there  programs  are  spread  around  the  country. 

So,  again,  I  just  appreciate  your  leadership,  Mr.  Secretary.  It  has 
been  a  great  leadership,  both  in  the  area  of  managing  and  directing 
the  Department  of  Labor  in  a  very  efficient,  straightforward  man- 
ner, but  also  your  leadership  in  calling  the  attention  of  this  Nation 


to  the  investment  we  need  in  our  human  infrastructure,  and  that 
we  have  to  start  understanding  that  if  we  beUeve  in  a  ladder  of  op- 
portunity for  everyone  in  this  country,  then  we  have  got  to  start 
investing  in  our  youth.  We  have  got  to  understand  that  in  this  new 
world,  where  people  change  jobs  frequently  throughout  our  life- 
times, that  we  have  to  have  adequate  and  good  programs  of  job  re- 
training and  work  force  education. 

I  think  you  are  being  heard.  You  have  been  very  persistent  and 
you  have  been  very  eloquent  at  it.  As  I  travel  around  the  country, 
I  just  want  you  to  know  I  think  your  voice  is  being  heard  by  people 
around  this  country.  And  I  believe  people  are  beginning  to  under- 
stand what  you  have  been  saying  for  the  last  3V2  years.  So  keep 
it  up,  and  hopefully  we  will  do  our  part  here  to  make  sure  you  have 
got  the  funds  with  which  to  do  it. 

I  appreciate  it,  Mr.  Secretary. 

Senator  Specter.  Thank  you  very  much,  Senator  Harkin. 

Senator  Cochran. 

Senator  CoCHRAN.  Mr.  Chairman,  thank  you.  I  have  no  opening 
statement.  I  look  forward  to  the  testimony  of  the  Secretary. 

PREPARED  STATEMENT  OF  SENATOR  HERB  KOHL 

Senator  Specter.  Senator  Kohl  was  unable  to  attend  the  hearing 
today,  but  he  submitted  a  statement  which  will  be  inserted  into  the 
record  at  this  point. 

[The  statement  follows:] 

Prepared  Statement  of  Senator  Herb  Kohl 

Thank  you,  Mr.  Chairman.  Secretary  Reich,  welcome  back. 

We  are  in  the  thick  of  the  Presidential  campaign,  as  is  evident  by  the  Senate  floor 
debate  these  past  few  days  linking  the  White  House  Travel  Office  bill  with  a  gas 
tax  repeal,  the  minimum  wage  increase  and  the  workplace  TEAM  Act. 

Some  of  these  issues  may  be  discussed  today  and  they  deserve  careful  attention. 
But  ovu"  overriding  priority  today  must  be  to  continue  down  the  path  to  a  balanced 
budget  while  preserving  job  training  and  education  investments  critical  to  our  fu- 
ture economic  growth. 

Many  of  the  programs  under  this  subcommittee's  jurisdiction  faced  devastating 
cuts  this  year.  After  a  prolonged  and  painful  process,  some  education  and  job  train- 
ing programs  managed  to  escape  disproportionate  cuts. 

The  Summer  Jobs  program  was  targeted  for  total  elimination,  yet  managed  to 
scrape  through  at  $625  million  for  this  summer.  Other  programs  faced  severe  cuts, 
but  came  out  above  the  previous  fiscal  year,  like  the  School-to- Work  initiative.  How- 
ever, most  programs  were  either  reduced  or  level  funded.  Although  there  were  still 
substantial  cuts,  I  believe  a  collective  sigh  of  relief  could  be  heard  when  the  1996 
funding  bill  was  completed. 

Perhaps  we  will  be  spared  the  seven  month  delay,  two  government  shut-downs, 
and  13  stop-gap  spending  bills  that  made  a  mockery  of  the  budget  process  this  past 
year.  But  we  won't  be  spared  the  difficult  decisions  needed  to  fimd  labor  programs 
xmder  tight  budget  limits.  Although  it's  unclear  at  this  time  what  the  Subcommittee 
allocation  will  be,  we  can  anticipate  more  difficult  spending  restraints.  I  hope  the 
tough  budget  choices  can  be  tackled  in  a  fair  and  realistic  manner. 

The  Congress  and  President  still  have  an  opportunity  to  get  a  budget  agreement. 
This  should  be  done  in  a  way  that  doesn't  load  all  of  the  burden  on  discretionary 
programs  like  education  and  training. 

Chairman  Specter,  you  and  I  and  several  members  of  this  subcommittee  have 
worked  together  as  a  centrist  budget  group  and  demonstrated  that  such  balance  can 
be  found  in  a  bipartisan  and  fair  manner.  Otherwise,  this  subcommittee,  and  our 
colleagues  on  the  Appropriations  Committee  will  find  it  impossible  to  continue  in- 
vesting in  programs  needed  to  build  our  economy  for  the  next  century. 

Thank  you,  Mr.  Chairman.  I  look  forward  to  the  testimony  of  Secretary  Reich. 


SUMMARY  STATEMENT  OF  HON.  ROBERT  REICH 

Senator  Specter.  Secretary  Reich,  the  floor  is  yours. 

Secretary  REICH.  Thank  you,  Mr.  Chairman. 

Senator  Specter.  Your  full  statement  will  be  made  a  part  of  the 
record,  without  objection. 

Secretary  Reich.  Yes;  I  would  like  to  do  that,  if  you  do  not  mind. 

Senator  SPECTER.  To  the  extent  you  can  summarize,  leaving  the 
maximum  time  for  dialog,  we  would  appreciate  it. 

Secretary  Reich.  I  will  do  that.  I  will  be  short — for  the  rest  of 
my  life.  [Laughter.] 

First,  I  would  like  to  thank  you,  Mr.  Chairman  and  Senator  Har- 
kin.  Senator  Cochran,  and  other  members  of  the  committee  for  the 
work  you  did.  This  was  a — well,  let  me  not  mince  words — this  was 
one  hell  of  a  year.  It  was  extraordinarily  difficult. 

Senator  Specter.  Which  year  was  that,  1995  or  1996?  [Laugh- 
ter.] 

Secretary  Reich.  The  one  we  just  went  through.  And  I  want  to 
thank  you  again  for  your  efforts.  It  was  not  easy  on  any  of  us.  I 
can  assure  you  that  trying  to  run  a  Department  under  these  cir- 
cumstances was  difficult,  but  in  a  bipartisan,  nonpartisan  way,  I 
think  we  worked  together  very  effectively.  And  there  were  tough 
decisions  to  make  that  we  made.  But  I  want  to  thank  you  for  your 
help.  Your  staffs  and  our  staffs  work  extraordinarily  well  together. 

AMERICA'S  JOB  BANK 

Let  me  just  say,  and  I  will  just  briefly  summarize,  the  testimony 
includes  a  number  of  things  that  I  am  very  proud  about,  and  proud 
of  in  terms  of  what  we  have  accomplished  this  past  year,  even 
under  difficult  circumstances.  And  I  will  not  go  through  the  details, 
but  in  terms  of  School-to-Work  and  Job  Corps,  in  terms  of  improv- 
ing the  Summer  Job  Program,  the  one-stop  centers — Senator,  you 
referred  to  America's  job  bank,  something  that  people  do  not  even 
know  about,  but  we  actually  have  that  up  and  running. 

We  have  provided  access  to  400,000  job  openings  daily;  5  million 
people  visited  this  point  on  the  internet  in  April,  which  makes  it 
one  of  the  most  popular  places  on  the  internet  to  find  out  job  list- 
ings. And  again,  this  is  a  matter  of  using  technology,  using  the 
market,  making  sure  the  taxpayer  dollars  are  really  effecting 
change. 

SWEAT  SHOPS 

We  have  recovered  a  lot  of  money,  in  terms  of  sweatshop  enforce- 
ment. And  I  know  that  this  subcommittee  is  concerned.  Senator, 
you  and  others  have  been  concerned  about  both  child  labor,  what 
is  happening  to  low- wage  workers  and  sweatshops.  I  think  we  are 
actually  beginning  to  make  some  progress,  getting  manufacturers 
and  retailers  to  help  us  monitor  these  cutting  and  sewing  shops. 

PENSION  PLANS 

We  actually  also  recovered  $3.3  miUion  for  401(k)  plan  partici- 
pants. I  think  the  401(k)  system  is  a  good  system,  but  it  is  growing 
so  fast  that  there  are  going  to  be  some  rotten  apples.  We  had  to 


enforce  the  law,  and  we  will  continue  to  enforce  the  law,  very  ag- 
gressively, against  employers  who  wittingly  or  unwittingly  divert 
the  money  that  people  are  saving  that  is  withheld  to  go  into  a 
401(k)  plan. 

JOB  TRAINING  LEGISLATION 

As  you  know,  OSHA  has  been  reinventing  itself  in  terms  of  work- 
ing with  employers.  And  I  will  get  to  that  in  a  moment.  We  are 
doing  more  with  less.  Job  training  legislation  now  pending  before 
Congress  would  significantly  reform  the  delivery  of  emplojrment 
and  training  programs.  And  much  of  what  we  are  proposing  in 
1997  is  in  preparation  for  what  I  hope  to  be — and  we  have  tried 
to  do  this  for  years  and  I  think  we  are  on  the  brink  of  doing  it — 
a  consolidation  of  70  different  job  training  programs  around  the 
model  of  one-stops,  allowing  people  to  quickly  get  access  to  job 
training,  but  also  job  search  assistance,  job  counselling,  and  their 
unemployment  insurance  check,  if  they  are  entitled  to  that  at  the 
same  time.  One  door,  so  they  can  have  all  of  that  at  one  place. 

We  are  requesting  money  for  dislocated  workers,  $1.3  billion,  and 
also  $947  million  for  economically  disadvantaged  adults.  I  do  not 
have  to  tell  any  of  you  about  the  dislocations  that  are  going  on  in 
your  States,  in  terms  of  corporate  downsizing,  defense  downsizing. 
If  we  ever  needed  funds  to  help  people  who  are  losing  their  jobs 
and  need  help  getting  new  ones,  this  was  the  time  and  it  is  not  a 
time  to  cut  this  kind  of  funding. 

We  are  asking  for  $2.6  billion  for  a  set  of  programs  to  assist 
young  people  in  making  a  transition  to  the  world  of  work.  That  in- 
cludes summer  jobs.  It  includes  low-income  youth.  It  also  includes 
Job  Corps.  And  this  subcommittee  has  been  strongly  defending  and 
also  helpful  in  Job  Corps,  as  we  have  improved  Job  Corps. 

OUT-OF-SCHOOL  YOUTH 

I  want  to  draw  your  attention  to  one  area  you  might  be  inter- 
ested in,  in  particular.  This  is  the  difficulty  in  effectively  serving 
out-of-school  youth  in  high-poverty  areas.  We  are  requesting  $250 
million  for  a  pilot  project.  And  I  would  be  delighted  and  welcome 
the  opportunity  to  work  with  the  committee  on  the  details.  But  the 
idea  here  is  to  increase  employment  among  out-of-school  youth. 

Now,  this  is  a  group  that,  if  we  do  not  do  something  with,  if  we 
do  not  help  them  get  their  high  school  equivalencies  and  get  into 
the  job  market,  we  pay  the  price  as  a  society.  And  I  can  tell  you 
that,  between  the  ages  of  18  and  34  years  old,  those  out-of-school 
youth,  people  who  have  never  graduated  from  high  school,  are  re- 
sponsible for  a  huge  chunk  of  the  crime  and  correctional  and  parole 
and  probation  activity  in  this  country. 

In  fact,  one-third  of  the  people  who  do  not  graduate  from  high 
school — I  am  talking  about  the  boys,  the  men — that  do  not  grad- 
uate from  high  school,  between  the  age  of  18  and  34,  are  in  prison 
or  on  parole  or  on  probation.  This  is  a  huge  social  cost.  And  we  are 
proposing,  in  a  pilot  way,  seeing  if  we  can  target  employment  re- 
sources, get  those  young  people  jobs,  get  them  high  school  equiva- 
lency, and  see  what  happens  to  crime. 


401(K)  ENFORCEMENT 

Let  me  also  briefly  mention,  with  regard  to  pensions  and  pension 
and  the  welfare  benefits  administration,  we  are  requesting  44  addi- 
tional personnel  and  $4.4  million  for  401(k)  enforcement.  As  I  said, 
this  is  growing  rapidly;  401(k)  plans  are  good  plans,  but  we  have 
just  got  to  make  absolutely  sure  there  is  no  fraud. 

ILLEGAL  IMMIGRATION 

We  have  included  an  increase  of  $15.2  million  and  200  additional 
employees  to  curb  illegal  immigration  through  stronger  worksite 
enforcement.  And  this  is  in  particular  industries  like  garment  and 
in  geographic  locations,  where  we  have  found  a  problem  with  un- 
documented aliens. 

Mr.  Chairman  and  members  of  the  committee,  one-half  of  the  en- 
tire Department  increase  in  FTE  is  related  to  immigration.  The  im- 
migration bill  authorized  these  kinds  of  increases  in  personnel.  And 
I  can  tell  you,  we  have  got  to  deal  with  illegal  immigration,  not 
only  with  regard  to  the  source,  but  also  with  regard  to  the  demand. 
And  unless  employers  understand  that  they  cannot  hire  illegal  im- 
migrants and  do  so  with  the  assurance,  they  think,  that  those  ille- 
gal immigrants  are  not  going  to  complain  about  labor  law  viola- 
tions, we  have  got  to  stop  that.  We  have  got  to  make  sure  that  the 
labor  laws  are  being  enforced. 

REINVENTING  OSHA 

With  regard  to  OSHA,  let  me  just  say  very  quickly  that  we  are 
in  the  process  of  reinventing  OSHA.  We  are  asking  for  additional 
funding  to  continue  that  partnership  initiative.  Right  now,  it  is  a 
new  OSHA.  You  know  the  way  it  used  to  be?  It  used  to  be  we 
would  get  a  complaint,  and  there  would  be  paperwork  going  back 
and  forth  and  back  and  forth  and  letters  and  documentation.  You 
know  what  happens  now?  We  get  a  complaint  and  we  are  on  the 
telephone,  and  the  fax  machines  are  going,  and  we  are  working 
with  the  employer,  and  we  are  trying  to  solve  the  problem. 

In  Atlanta,  GA,  the  number  of  days  between  getting  a  complaint 
and  actually  reducing  or  eliminating  the  hazard  went  from  32  days 
to  8  days.  In  Columbus,  OH,  from  35  days  to  11  days.  In  Wichita, 
KS,  from  39  days  to  9  days.  We  are  making  OSHA  into  a  vehicle 
for  creating  safer  workplaces  and  less  paperwork. 

Mr,  Chairman,  let  me  just  bring  your  attention  to  one  other  ex- 
ample of  what  is  happening  in  OSHA.  This  is  a  notice  that  employ- 
ers have  to  put  up  in  their  workplaces.  It  is  about  job  safety  and 
health  protections.  In  1990,  5,000  employers,  most  of  them  small 
businesses,  were  fined  $400  each  for  failing  to  put  this  up.  You 
know  what  happens  right  now  when  an  OSHA  inspector  goes  into 
a  small  business  or  any  business  and  this  is  not  up?  The  inspector 
says  "Here,  please  hang  this  up."  No  fine,  nothing.  This  is  called 
working  with  employers,  not  against  employers. 

Senator  Harkin,  How  many  businesses  did  you  fine  in  1990? 

Secretary  Reich.  More  than  5,000  businesses  in  1990,  and  the 
average  fine  was  $400  each,  simply  for  failing  to  have  this  thing 
up.  I  am  offering  this  as  just  an  example.  We  are  not  all  the  way 
there  yet,  but  we  are  transforming  OSHA  into  a  common  sense  reg- 


ulatory  agency,  whose  goal  is  safety  and  health.  And  the  goal  is  not 
fining  or  catching  employers. 

Now  we  do  have  to  maintain  vigorous  enforcement,  obviously,  be- 
cause everything  we  do  has  to  be  premised  on  credibility.  An  em- 
ployer is  not  going  to  listen  if  there  is  no  cop  on  the  beat.  But  we 
do  have  to  and  we  are  making  serious  changes  in  OSHA. 

CPI  REVISION 

The  Department  is  requesting  an  increase  of  $4.6  million  and  63 
full-time  equivalents  for  the  revision  of  the  Consumer  Price  Index 
[CPI].  The  revision  of  the  CPI,  as  you  know,  is  a  multiyear  effort. 
The  revision  will  be  completed  over  a  6-year  period.  It  is  going  to 
be  completed  by  the  year  2000.  We  are  doing  it  in  bits  and  pieces. 
It  is  very  important  to  get  that  done  as  quickly  as  possible.  And, 
again,  all  of  you  know  the  consequences  of  not  having  accurate  CPI 
data. 

PREPARED  STATEMENT 

That  is  it,  Mr.  Chairman.  We  believe  the  Department's  budget 
supports  the  President's  commitment  to  balance  the  budget  in  7 
years,  adheres  to  the  goals  of  the  Vice  President's  National  Per- 
formance Review  by  streamlining  organizational  structures,  and  it 
helps  working  families  get  ahead  in  this  country  and  be  protected. 
And  that  is,  I  think,  what  we  are  all  interested  in. 

Thank  you. 

[The  statement  follows:] 


10 


STATEMENT  OF  HON.  ROBERT  B.  REICH 

Mr.  Chairman  and  Distinguished  Members  of  the  Subcommittee: 
I  am  pleased  to  appear  before  you  today  to  discuss  the  Department's  accomplishments 
aiul  our  VY  1997  request.    I  would  first  like  to  thank  you  Mr.  Chairman  and  Ranking 
Minorit}'  Member  Harkin,  and  other  members  of  the  Subcommittee  who  worked  long  and 
hard  to  forge  the  FY  1996  budget  agreement  that  was  enacted  on  April  26,  1996.   We  can 
now  get  on  with  the  people's  business. 

Ilic  Department's  FY  1997  budget  proposals  support  the  President's  goals  by  working 
ill  p;u1ncrship  with  Ame.ican  business  and  by  investing  in  our  human  capital--investments 
important  to  this  nation  that  we  belie\'e  will  yield  a  tremendous  return  for  American  workers, 
businesses  and  their  communities.   Througli  a  vast  network  of  statutor>'  responsibilities,  the 
Department  of  Ixibor  is  involved  in  the  work  lives  of  most  Americans. 

This  budget  is  built  on  the  foundation  of  our  accomplishments  that  have  resulted  ftom 
a  careful  strategy  developed  to  create  a  better-prepared  workforce  through  effective 
employment  and  training  assistance;  by  promoting  workplace  safety  and  health  and  support  to 
small  businesses;  by  ensuring  the  pension  security  of  America's  worljing  men  and  women; 
and  by  ensuring  that  employees  have  minimum  wages  and  working  conditions  afforded  them 
by  law.  Also,  the  Department's  Bureau  of  Labor  Statistics  produces  many  of  the  principal 
economic  indicators  which  form  the  backbone  of  economic  intelligence  for  public  and  private 
strategic  planning.     I  would  like  to  begin  by  mentioning  just  a  few  of  our  major 
accomplishments  during  this  past  year: 

Awarded  implementation  grants  to  19  states  which  inaeased  total  School-to- 
Work  states  to  27.  These  grants  make  it  possible  to  provide  opportunities  for 
hundreds  of  thousands  of  students  to  prepare  for  careers. 

Increased  .lob  Corps  placements  in  jobs  paying  over  $6.00  per  hour  by  37 
percent.   The  overall  ef^ectixeness  of  .lob  Corps  continues  to  improve,  and  the 
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higli  quality  of  training  and  education  being  received  by  Job  Corps  students 
translates  into  higher  earnings  and  greater  self-sufficiency  for  Jobs  Corps 
graduates. 

Provided  summer  employment  to  about  one-half  million  youths  with  two  out  of 
three  enrolled  in  education  services. 

Awarded  One-Stop  Career  Center  implementation  grants  to  10  states  which 
increases  the  total  to  16  states.  The  Career  Centers  will  provide  an  opportunity 
for  the  56  million  civilian  workers  and  the  first-time  labor  force  entrants  in 
these  states  to  access  essential  job  and  career  information  easily. 

Awarded  grants  to  all  States  to  develop  America's  Labor  Market  Information 
System  -  an  easily  accessible  and  comprehensive  source  of  local  information 
on  wtiich  jobs  are  available,  which  skills  are  in  demand,  which  occupations  are 
growing  and  which  arc  declining,  and  on  tlic  performance  and  job  placement 
records  of  local  training  institutions. 

Implemented  America's  Job  Bank  database  on  the  Internet  and  provided  access 
to  400,000  job  openings  daily. 

Conducted  nearly  300.000  employment  eligibilit)'  verification  compliance 
inspections  and  maintained  a  continuing  program  of  employer  education 
regarding  their  employment  verification  and  anti-discrimination  responsibilities. 

Recovered  nearly  $1.7  million  in  wages  that  should  have  been  paid  to  400 
workers  admitted  for  temporary  employment  under  the  H-IB  visa  program. 

Recovered  more  than  $1.1  million  for  2,800  workers  by  conducting  550 
investigations  to  eradicate  "sweatshops"  in  the  garment  centers. 
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Ix)\vcial  pension  iinclcrriiniling  ihrougli  legal  rcfonns  and  an  "ciirly  wjuning" 
pmgriuii  by  working  willi  companies  to  structure  corporate  transactions  to 
protect  pensions. 

Returned  $8.4  million  to  401(k)  plans  as  of  March  31,  1996,  as  a  result  of  an 
Employee  Contribution  Project.   These  funds  will  be  relumed  to  plan 
participant's  accounts  along  with  lost  earnings. 

Increased  special  mine  iaspections  aimed  at  discrete  hazards  by  30  percent. 

Developed  and  published  customer  ser^'ice  standards  in  all  major  agencies. 

Announced  a  solution  to  a  subtle  and  pervasive  bias  in  the  CPl  because  of  the 
introduction  of  new  items  into  the  index  either  througli  sample  rotation  or 
through  item  substitution. 

Based  on  the  exceptional  success  with  OSHA  Maine  200  program,  similar 
programs  in  Wisconsin  and  New  Hampshire  are  achie\'ing  positive  results  and 
the  program  will  be  implemented  in  six  new  states. 

Assisted  566,000  veterans  into  jobs  through  the  combined  eflForts  of  State 
Employment  Security  Agencies  and  their  Veterans'  Employment  and  Training 
Service  ftmded-staff.    Also,  conducted  over  3,500  transition  assistance 
employability  and  job  search  workshops  for  1 52,000  servicemembers  and  their 
spouses.  The  priority  of  services  given  to  veterans  and  intense  efforts  to  get 
them  jobs  is  evidenced  by  their  3.4%  unemployment  rate  by  the  end  of  the 
fiscal  year. 

Also,  while  tlie  Department's  FTE  has  steadily  declined  since  1992,  consistent 
with  a  trend  beginning  in  1980,  there  has  been  a  significant  increase  during  this 
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period  in  the  number  of  working  men  and  women  in  the  American  Labor  force. 
l"or  example,  the  Department's  FIT,  has  been  reduced  from  23,841  in  1980,  to 
16.655  in  FY  1996,  while  US.  emplo)Tnent  increased  from  99.3  million  to 
124.9  million.   As  the  Department's  staffing  declined  by  30  percent,  the 
population  served  ~  America's  workers  ~   increased  by  26  percent. 

We  accomplished  these  items,  many  of  which  were  completed  in  FY  1996,  under  the 
most  dinicult  of  circumstances  faced  by  the  Department  due  to  seven  months  of  funding 
luicertainty. 

The  President's  economic  program  emphasized  one  primary  concern  -  to  raise  the 
standard  of  living  for  average  Americans  now  and  in  the  future.    Wliile  the  President's  budget 
proposes  to  balance  the  budget  by  2002,  he  has  steadfastly  supported  education  and  training 
along  with  the  basic  protection  of  workers'  health  and  safety,  pensions,  wages,  hours  and 
working  conditions,  and  prevention  of  job  discrimination.  The  FY  1997  request  reflects  these 
priorities. 

So,  the  national  conversation  we  are  now  having  about  wages,  about  jobs,  and  about 
the  anxiety  felt  by  many  Americans  in  an  era  of  vast,  momentous  economic  change  is  key. 
How  do  we  continue  to  make  the  American  dream  of  opportunity  available  to  all  who  are 
willing  to  work  for  it? 

Unemployment  and  inflation  rates  are  at  their  lowest  combined  level  in  nearly  three 
decades.   Unemployment  has  stayed  under  six  percent  1 8  straight  months.   In  three  years  our 
economy  has  created  8.5  million  new  jobs.  And  everj'  year,  more  and  more  of  them  are 
iiood.  highcr-pa\ing  jobs.   Companies  are  doing  well.   Last  year,  the  Fortune  500  enjoyed  an 
a\erage  profit  rate  of  1 3  percent. 

This  is  an  era  of  extraordinary  dynamism  and  change,  similar  in  scope  to  the  industrial 
revolution  that  mo\'ed  people  from  farm  to  factory.  And  like  that  earlier  transition,  this  one  is 
perilous  for  many  people. 
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In  every  advanced  economy,  demand  is  nqjidly  shifting  in  favor  of  people  with  high 
skills  and  against  people  without  them.  The  earnings  of  the  former  are  rising,  while  the 
earnings  of  the  latter  are  dropping-or  they  simply  become  unenployed. 

Those  vMo  remain  trapped  in  the  old  economy  either  don't  know  what  skills  are  in 
demand,  cannot  afford  the  cost  of  getting  them,  feel  too  old  to  learn,  or  cannot  easily  uproot 
themselves  and  their  families  and  move  to  the  emerging  jobs.  As  a  result,  too  many 
Americans  who  lose  their  jobs  never  catch  up  with  the  earnings  and  benefits  they  once  had. 

Training  in  job-related  skills  is  the  best  way  to  easure  a  rising  standard  of  living  for 
ordinary  American  workers.   This  country  is  built  on  a  promise  that  anyone  who  works  hard 
iukI  plays  In  liic  rules  has  a  lair  chance  (or  success.    Today,  Ihal  success  is  linked  to 
education  and  training  more  than  at  any  lime  in  our  Nation's  history. 

Tlic  job  training  legislation  now  in  conference-the  CAREERS  Act  and  the  Workforce 
[>\  elopnient  Act-would  significantly  reform  the  delivery  of  employment  and  training 
programs,  and  I  am  hopeful  that  Congress  can  work  out  its  differences  and  soon  complete 
action  on  this  bill.    The  President  has  stated  the  critical  importance  of  legislation  to  give  a 
liiir  chance  to  Americans  to  equip  llicnrselvcs  with  the  skills  and  information  needed  to 
compete  in  tlic  new  economy.    He  has  emphasized  the  need  to  collapse  many  separate  job 
training  programs,  greatly  streamline  access  to  these  services,  inject  choice  and  individual 
responsibility,  and  make  the  services  more  effective. 

For  decades,  job  training  and  education  and  employment  programs  have  enjoyed 
bipartisan  support,  and  there  now  seems  to  be  a  reasonable  consensus  on  what  we  can  do  to 
improve  these  programs.   For  example,  we  agree  that  services  to  adult  workers  will  be 
improved  by  streamlining  access  to  them  throu^  One-Stop  Centers.  In  doing  so,  we  must 
not  abandon  or  reduce  our  commitment  to  "dislocated  workers,"  and  ensure  that  they  will 
have  training  resources  they  need.   We  must  also  ensure  that  they  will  be  able  to  make  their 
own  informed  choices  for  learning  new  skills  to  find  new  and  better  jobs. 
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Tlierc  is  a  reasonable  consensus  (hat  services  to  youth  will  be  significantly  improved 
by  extending  the  School-to- Work  model.  This  will  enable  schools,  colleges,  and  the  private 
sector  in  each  local  communit)'  to  offer  all  youth  work-based  learning  opportunities  and  clear 
path\va>'s  to  good  jobs,  rewarding  careers  and  lifelong  learning.   To  achieve  this  objecti\e,  we 
need  to  make  sure  that  each  State  has  sufficient  support  to  complete  implementation  of  its 
Scli(Hil-l(vW()rk  phm. 

We  offer  our  assistance  to  craH  a  bipartisan  bill  that  the  President  can  sign  -  one  that 
will  ensure  that  the  new  workforce  development  system  is  eflective  in  enhancing  the  skills 
and  opportunities  available  to  our  current  and  future  workers. 

DEPARIMENTAL  OVERVIEW 

The  Department's  budget  is  designed  to  keep  the  President's  commitment  to  a  balanced 
budget  while  investing  in  the  nation's  bottom  line-a  globally  competitive  workforce. 

The  proposed  budget  request  before  the  Committee  for  the  Department  of  Labor  in  FV 
1997  is  $12.4  billion.   The  amount  requested  to  be  appropriated  by  this  Committee  is  $1.3 
billion  above  our  FY  1996  enacted  level  and  419  FlE  above  our  FY  1996  enacted  level  for  a 
total  of  17,074  full-time  equivalent  (FTE)  staff. 

The  Department's  budget  is  grouped  around  key  themes  of:  (1)  Giving  Americans  the 
fools  to  Succeed  in  this  new  economy  through  effective  training  and  employment  services  for 
\outh  and  adults;   (2)  Easing  the  Transition  from  Job  to  Job  with  programs  both  for 
dislocated  and  incumbent  workers;  (3)  Enhancing  Pension  Security;  (4)  Ensuring  Worker 
Protection:  and  (5)  Improving  Economic  Indicators  to  provide  key  economic  forecasting  tools 
for  the  private  and  public  sector. 

GIVING  AMERICANS  THE  T(X)LS  TO  SU(XEED 

A  variety  of  initiatives  provide  training,  education  and  skill  development  for  America's 
Nouth  as  tlic>'  prepare  for  work  and  the  de\'elopmen(  and  upgrading  of  skills  for  adults  to 
compete  in  the  global  economy. 
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Unemployment  among  all  youth  is  currently  16  percent,  wWle  the  rate  among  black 
youth  is  34  percent.   Left  unchecked,  this  unacceptable  situation  will  lead  to  a  future 
workforce  which  is  unprepared,  unproductive,  and  a  drain  on  the  resources  of  our  Nation. 

For  FY  1997,  the  Department  has  requested  $3.6  billion  for  assisting  America's 
workers  with  the  tools  to  succeed,  an  increase  of  $732  million.   Within  this  total  the 
Department  funds  several  youth  programs: 

Opportunity  Areas  for  Out-of-School  Youth  .   The  FY  1997  request  proposes  to  fund  a 
new  initiative  to  address  the  special  problems  of  out-of-school  youth.  Funding  of  $250 
million  a  \ear  is  requested  to  provide  grants  of  approximately  $14  million  a  year  each  to  15 
to  20  higli-povcrty  urban  and  rural  communities.   These  competitive  matching  grants,  which 
will  be  distributed  to  selected  Empowerment  Zones  (EZ)/  Enterprise  Communities  (EC)  and 
other  communities  meeting  r,7/EC  criteria,  are  cxpectet!  to  assist  an  estimated  50,000  yoirth  a 


With  the  problem  of  higli  employment  in  the  inner  cities,  we  should  be  giving  our 
inner  cit>'  youth  something  to  say  "yes"  to-and  to  do  it  in  the  spirit  of  the  President's  call  for 
partnership  between  our  Federal  government,  our  cities  and  states,  and  the  private  sector. 
With  nearly  half  of  our  inner  city  kids  dropping  out  of  high  school,  we've  got  to  find  ways  to 
keep  them  there,  or  in  some  alternative  learning  environments.    1  believe  we  can.   I've  seen  it 
work. 

In  Detroit,  I've  met  with  young  adults  involved  in  a  school-to-work  program  called 
Project  Focus  Hope,  in  which  they  trained  for  hi^-tech  industrial  jobs.  You  wouldn't 
believe  how  excited  they  become  when  they  talk  about  the  relationship  between  what  they 
learn  in  class  and  how  they  apply  that  knowledge  to  their  job-skills  training. 

I've  toured  the  East  LA  Skills  Center,  where  former  gang  members  are  being  trained 
to  be  automobile  electronics  technicians.  As  automobiles  become  more  sophisticated,  it  is 
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clear  that  these  are  the  high-wage,  hi^-skill  jobs  of  the  future.   And  what  is  remarkable  is 
the  change  that  comes  over  these  kids  as  they  develop  their  skills  and  begin  to  see 
opportunities  opening  up  to  them.   It  aflects  their  whole  personalities. 

This  new  out-of-school  youth  initiative  is  firmly  grounded  in  the  elements  of 
succcssliii  proaams  identified  by  GAO  in  a  recent  report.   Wc  arc  building  on  our 
demonstration  programs  and,  based  on  that  experience,  designing  new  programs  around  what 
\\orks.  including  the  Center  for  Employment  Training,  YouthBuild,  and  Conservation  Corps 
t>pe  programs.   In  view  of  the  importance  of  beginning  the  new  initiative,  it  will  be 
undertaken  utilizing  legislative  authority  under  Title  IV  of  JITA. 

Ilie  JobCbips.  funded  under  the  authority  of  the  Job  Training  Partnership  Act  (J'll'A), 
will  continue  to  provide  intensive  skill  training,  academic  and  social  education,  and  improve 
services  to  an  estimated  68,300  severely  disadvantaged  --  the  hardest  to  serve  -  young  people 
at  119  centers.  The  1997  budget  requests  $1.2  billion,  an  increase  of  $59.6  million  for 
increased  costs,  and  the  opening  of  new  centers  financed  in  prior  years.  Five  new  centers 
will  be  activated  in  Program  Year  (FY)  1996,  while  four  more  will  be  brou^t  on  line  in  FY 
1997.  Job  Corps  continues  to  be  a  very  effective  program.   It  returns  $1.46  to  society  for 
every  dollar  invested.  We  are  proud  of  the  improvements  in  outcomes  which  we've  made,  in 
this  program  over  the  past  two  years.    In  1995,  73  percent  of  students  leaving  the  program 
were  placed  in  jobs  or  further  education,  up  from  64  percent  during  the  previous  year. 

The  Summer  Youth  Employment  and  Ttaining  Programi  funded  by  JTPA,  provides 
disadvantaged  youth  with  a  summer  employment  experience,  as  well  as  academic  enrichment. 
This  program  serves  kids  at  a  critical  time  in  their  lives,  helping  them  stay  in  school  and 
graduate.    It  provides  low-income  young  people  with  an  opportunity  to  gain  a  first  job,  use 
some  skills  they've  learned  in  school  ,  and  build  their  knowledge  of  the  demands  of  the 
workplace.   A  total  of  $871  million  is  requested  for  the  summer  of  1997  to  support  an 
estimated  574,000  participants.  The  request  brings  the  total  for  the  program  nearly  back  to 
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the  level  available  to  states  in  the  summer  of  1994.  The  increase  is  $246  million  above  the 
$625  million  provided  in  FY  1996.   In  terms  of  total  funds  available  (including  carryover)  to 
States  in  FY  1996,  this  FY  1997  level  is  only  a  $1 10  million  increase  over  FY  1996  for  an 
estimated  53.000  more  participants 

Votrtli  Training  Granfe  under  authority  of  Title  II-C  of  the  Job  Training  Partnership 
Act  provide  formula  grants  to  communities  to  assist  economically  disadvantaged  youth.  The 
program  will  be  maintained  at  its  FY  1996  level  of  $127  million,  providing  assistance  to  an 
estimated  75,900  participants.  The  Administration  proposes  to  continue  the  final 
con.solidation  provision  allowing  States  total  flexibility  to  move  funds  between  TWA  Title  II- 
B  and  II-C.   Despite  major  reductions  to  the  program,  local  data  show  progress  over  the  past 
year.  The  average  length  of  stay  has  increased,  placement  rates  have  improved  to  43  percent, 
and  wages  have  risen.  This  positive  direction  comes  despite  assisting  more  hard-ta-serve 
young  people. 

The  School-to-Woik  System  under  authority  of  the  School-to- Work  Opportunities  Act, 
is  administered  jointly  with  the  Department  of  Education  and  links  education  and  employment 
through  competitive  grants  to  States  and  communities.  The  funds  will  help  build  systems  to 
assist  youth  to  acquire  the  knowledge,  skills,  and  labor  market  information  they  need  to  make 
a  smooth  transition  from  school  to  career-oriented  work  or  to  further  education  and  training, 
in  FY  1997,  $200  million  each  is  requested  for  the  two  Departments  primarily  to  provide 
State  implementation  grants  to  all  States  that  have  met  the  School-to- Work  criteria.  To  date, 
44  States  have  received  planning  grants  and  27  have  received  implementation  grants  to  begin 
system-building  and  to  convene  the  appropriate  stakeholders  and  new  players  to  redesign  each 
States'  education  and  employment  delivery  system. 

Adult  Training  Grants  provide  JTPA  formula  grants  to  assist  economically 
disadvantaged  adults.   The  program  will  be  funded  at  $947  million  in  FY  1997,  an  increase 
of  $97  million.   'ITie  request  will  provide  assistance  to  an  estimated  407,600  participants. 
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These  training  programs  for  adults  provide  the  opportunity  to  access  employment  and  training 
services  that  open  opportunities  to  gain  skills  for  those  individuals  who  might  not  otherwise 
be  able  to  participate  in  the  new  economy.  For  1996,  these  programs  are  expected  to  provide 
job  training  to  nearly  380,700  economically  disadvantaged  adults. 

An.  increase  of  $50  million  is  requested  for  a  new  initiative  on  Jobs  for  Residents. 

This  initiative  will  utilize  community  empowerment  networks  to  help  unemployed  adults  and 
youth  find  jobs  within  their  labor  market  area.  The  community  empowerment  network  will 
include  all  of  the  parties  necessary  to  address  the  job  needs  of  the  residents  and  the 
eniplo>'ers:  representatives  of  business,  labor  organizations,  the  transportation  system,  job 
developers,  social  service  agencies,  the  criminal  justice  system,  job  training  and  education 
institutions,  and  others. 

EASING  THE  TRANSITION  FROM  JOB  TO  JOB 

Even,'  year,  around  2.5  million  Americans  lose  their  jobs  as  global  competition  and 
technological  evolution  quicken  the  pace  of  economic  change. 

Education  and  training  programs  are  needed  to  provide  Americans  with  the 
opportunity'  to  prosper  in  the  expanding  economy  and  into  the  next  century.   New 
technologies,  global  competition,  and  an  increasingly  integrated  economy  have  reshaped  the 
way  we  work  and  live. 

The  Dqjaitment  has  five  main  mechanisms  for  improving  the  effectiveness  of  training: 
(1)  evaluating  program  eJBFectiveness;  (2)  makijig  changes  when  standards  are  not  met;  (3) 
replicating  successfiil  models;  (4)  testing  new  approaches  throu^  pilots  and  demonstrations; 
and  (5)  providing  technical  assistance  and  monitoring  and  institutionalized  quality 
improvement  efforts.  The  results  of  this  jqjproach,  what  we  have  learned  about  what  works, 
are  reflected  in  our  budget  strategy. 
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The  FY^  1997  budget  request  for  ETA  programs  that  ease  the  transition  from  job  to  job 
proposes  an  inaease  of  [$1.6]  billion  in  FY  1997  to  [$4.9]  billion. 

Currently,  job  training  reform  legislation  is  in  conference  with  a  planned  effective  date 
of  FY  1998;  therefore,  our  FY  1997  budget  is  based  on  current  programs.  The  FY  1997 
budget  was  designed  to  support  the  transition  to  the  new  legislation.   All  States  participating 
in  the  One- Stop  and  School-to- Work  activities  have  been  aware  of  the  consolidation  and  are 
striving  to  develop  appropriate  systems  even  before  job  training  reform  becomes  effective. 
Flexibility  at  the  ground  level  has  been  provided  in  the  President's  budget  request  by  allowing 
transferability  of  funds  among  youth  programs  and  among  adult  programs. 

Dislocated  Woiteis  -  America  has  long  recognized  its  special  responsibility  to  provide 
retraining  and  adjustment  services  to  workers  aflected  by  mass  layoffs  including  defense 
do\Misizi)ig  and  especially  to  provide  tools  to  those  who  fall  victim  to  economic  conditions  or 
restructuring.   Dislocated  Workers  funding  provides  funds  to  States  for  training  and 
supportive  services  to  those  with  a  labor  market  attadiment  to  produce  marketable  skills 
leading  to  productive,  unsubsidized  employment.  In  FY  1997,  a  level  of  $1.3  billion  is 
requested,  an  increase  of  $196  million  over  the  FY  1996  level,  to  provide  reemployment 
services  to  an  estimated  636,600  dislocated  workers.   Helping  workers  move  quickly  into  new 
jobs  is  good  not  only  for  the  workers  themselves,  but  for  communities  and  the  nation  at  large. 

Our  "GI  Bill  for  America's  Workers"  is  based  on  what  we  know  works  and  reflects, 
to  a  large  degree,  the  successful  training  strategies  Weighted  in  a  recent  GAO  report.  The 
Administration's  G.I.  Bill  proposal  calls  for  the  consolidation  of  federal  job-training  programs 
into  vouchers  that  unemployed  or  low-wage  workers  can  use  at  community  colleges  or 
technical  schools  to  get  the  training  they  need.  The  President  is  also  proposing  to  give 
families  a  $10,000  per  year  tax  deduction  to  offset  expenses  for  university  education  or  job 
training. 

Incumbent  Woiter  Training  -  In  the  new  economy,  economic  security  for  American 
workers  depends  more  than  ever  on  skills.   For  those  workers  who  already  have  jobs,  research 
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has  shown  that  employer-sponsored  training  has  the  greatest  positive  clTect  on  a  worker's 
earnings.   In  addition,  a  recent  study  has  found  that  companies  that  introduced  formal 
employee  training  programs  experienced  a  19  percent  larger  rise  in  productivity  than  firms 
which  did  not  train  their  workers.   Another  shows  that  raising  the  average  education  of  the 
workforce  by  one  year  helps  them  become  as  much  as  1 2  percent  more  productive. 

In  FY  1997,  the  Department  is  proposing  a  new  demonstration  on  financing 
approaches  that  will  increase  employers'  investment  in  training  their  own  workers.  An 
additional  $15  million  is  requested  to  fijnd  this  demonstration  on  State-based  loan  guarantee 
programs  for  employer-sponsored  training. 

The  Department  will  award  competitive  grants  to  5-8  States  to  demonstrate  the 
optimum  criteria  and  conditions  of  a  training  loan  guarantee  program  for  employers  v«thin  a 
State.  The  demonstration  will  also  explore  the  concept  of  a  State  "endowment"  to  sustain  a 
loan  guarantee  program  once  Federal  fiinds  cease. 

The  Department's  One-Stop  initiative  is  designed  to  transfomi  a  fragmented  array  of 
employment  and  training  programs  into  a  coordinated  information  and  service  delivery  system 
for  job-seekers  and  employers.  The  One-Stop  grant  program  also  supports  investments  in 
America's  Labor  Market  Information  System  which  is  designed  to  provide  all  American 
workers  and  businesses  with  the  information  and  value-added  services  necessary  to  exercise 
informed  choice  in  their  workforce-related  decisions  and  to  compete  successfiilly  in  a  global 
economy.   We  have  already  begun  to  transform  the  current  system  through  the  award  of  One- 
Stop  implementation  grants  to  16  States  in  1994  and  1995.   In  FY  1997,  $150  million  is 
requested  to  continue  system-building  activities  under  the  One-Stop  grant  program.  An 
increase  of  $40  million  will  allow  State  implementation  grants  to  increase  fi-om  26  to  35. 
Planning  and  Development  grants  were  awarded  to  19  States  in  1994  and  another  23  were 
awarded  in  Februar)',  1996. 

In  FY  1997,  the  Administration's  reauthorization  proposal  for  the  Older  Americans  Act 
proposes  transfenring  the  administration  of  the  Community  Service  Employment  for  Older 
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Americans  program  from  the  Department  of  Labor's  Employment  and  Training  Administration 
to  the  Department  of  Health  and  Human  Service's  (HHS)  Administration  on  Aging.  This 
transfer  will  result  in  the  consolidation  of  administration  at  the  Federal  level  to  streamline  the 
Federal  application  and  planning  processes  with  which  states  must  deal. 

U.L  Administration  -  In  FY  1997,  $2.6  billion  is  requested  for  State  administration  of 
the  Unemployment  Insurance  Program.  In  addition,  $21 1.0  million  in  mandatory  spending  is 
included  for  benefits  and  allowances  under  the  Trade  Adjustment  Assistance  (TAA)  program 
and  the  North  American  Free  Trade  Agreement  (NAFTA)  program.  An  additional  $1 13.5 
million  is  provided  for  TAA  and  NAFTA  training,  job  search  and  relocation.  This  amount  is 
$10  million  less  than  wc  might  have  expected  due  to  a  one-year  reduction  in  the  statutory 
training  cap  in  the  TAA  program. 

ENHANCING  PENSION  SECURITY 

Health  Care  Rcfomi  and  Pension  Poitability 

This  Administration  is  encouraging  Congress  to  pass  legislation  barring  health  insurers 
Irom  cutting  oil  workers  when  they  change  jobs  or  when  someone  in  their  family  gets  sick. 
The  President  recently  announced  a  package  of  pension  reforms  enabling  small  businesses  to 
provide  pensions,  more  easily  and  helping  workers  cany  their  pensions  from  job  to  job. 

The  Pension  and  Welfare  Benefits  Administration  (PWBA)  is  responsible  for  the 
administration  and  enforcement  under  Title  I  of  the  Employee  Retirement  Income  Security 
Act  of  1974  (ERISA)  and  portions  of  the  Federal  Employees'  Retirement  System  Act 
(FERSA).   The  primary  mission  of  PWBA  is  to  protect  the  pension  and  welfare  benefits  of 
participants  in  employee  benefit  plans.  Employee  benefit  plans  (including  medical  plans) 
provide  income  and  services  on  which  individuals  rely  for  their  quality  of  life,  often  to  a 
critical  degree.  The  financial  security  of  an  individual  or  family  may  be  jeopardized  if 
pension,  health,  or  other  benefits  are  not  paid  as  promised.  Health  benefit  plans  provide  for 


the  provision  of  covered  medical  services  to  workers  and  their  families  which  individuals 
might  rarely  be  able  to  afford.   When  these  plans  fail,  the  burden  often  falls  on  public 
programs  to  provide  affected  individuals  with  necessary  services.   PWBA  affects  the 
li\clihood  of  over  150  million  people  who  participate  in  ERISA  covered  plan,  and  protects 
the  economy's  single  largest  source  of  capital  for  investment  -  pension  plans.   Currently, 
there  are  approximately  0.7  million  private  sector  pension  plans  whose  assets  total  more  than 
S3. 5  trillion  and  6  million  welfare  benefit  arrangements. 

In  FY  1997,  the  Department  is  requesting  $85.4  million  and  652  FTE  for  PWBA.  An 
increase  of  $1 1  million  will  enable  PWBA  to  complete  the  design  and  development  of  the 
initiative  to  improve  processing  of  benefit  plan  data.  This  initiative,  recommended  by  the 
Vice-President  in  the  Rqx)rt  on  the  National  Perfonnance  Review,  will  work  towands  a  new 
system  and  computer  software  for  the  processing  of  the  Form  5500  series  financial  data 
required  under  the  Employee  Retirement  Income  Security  Act  (ERISA).  The  Internal 
Revenue  Service  and  the  Pension  Benefit  Guaranty  Corporation,  wiiich  are  participating  in  the 
redesign,  will  also  benefit  from  this  new  system. 

Additionally,  $4.4  million  and  44  FTE  is  requested  for  401(k)  enforcement.  This  has 
become  inaeasingly  important  in  recent  years,  since  the  changing  financial  environment 
presented  by  the  rapid  growth  of  401  (k)  plans  (which  have  increased  from  17,000  plans 
covering  7.5  million  people  in  1984  to  140,000  plans  covering  22  million  people  in  1992)  has 
necessitated  an  enforcement  presence  larger  than  that  which  PWBA  currently  has. 

Finally.  4()l(k)  and  similar  plans  grovy,  it  is  incumbent  upon  workers  to  be  more  aware 
of  issues  and  options  regarding  their  retirement  income.   An  additional  $2  million  is  requested 
for  PWBA's  public  education  and  participant  assistance  programs  to  help  prepare  the 
American  workforce  for  retirement,  and  to  empower  the  public  so  that  they  can  help  ensure 
their  retirement  security. 
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ENSURING  WORKER  PROrBCTION 

The  Employment  Standards  Administration  (ESA)  works  to  protect  workers  and  to 
obtain  and  encourage  compliance  with  the  minimum  wage,  overtime,  child  labor,  and  other 
employment  standards  under  the  Fair  Labor  Standards  Act;  enforces  nondiscrimination  and 
affirmative  action  regulations;  and  manages  Workers'  Compensation  programs  for  federal 
employees,  longshore  and  harbor  workers,  coal  miners  and  other  groups. 

The  budget  request  for  FY  1997  is  for  $332.0  million  and  3,998  FTE,  an  increase  of 
$58.2  million  and  536  FTE  over  FY  1996.  The  request,  which  includes  the  transfer  of  the 
Office  of  Labor-Management  Standards  plus  the  13(c)  enforcement  related  fimctions  fix)m  the 
Office  of  the  American  Workplace,  provides  for  additional  resources  in  support  of 
Departmental  compliance  and  aflTirmative  action  initiatives  and  the  Administration's 
immigration  reform  initiative. 


Mlegai  Immigration  -  The  Administration  is  continuing  its  multi-year  initiative  to  stem 
the  flow  of  illegal  aliens  into  the  United  States.  The  Department  has  included  an  increase  of 
$15.2  million  and  200  FTE  for  the  ESA  to  curb  illegal  immigration  through  stronger  worksite 
enforcement.    Ilic  Department's  primary  role  is  to  reduce  the  economic  incentive  to  hire 
illegal  workers  through  targeted  enforcement  of  minimum  labor  standards  in  the  workplace. 
Vigorous  enforcement  of  the  Nation's  employment  standards  serves  as  a  meaningful  deterrent 
to  illegal  immigration  by  denying  some  of  the  business  advantages  gained  through  the 
employment  of  highly  vulnerable  and  exploitable  workers  at  substandard  wages  and  working 
conditions.   The  requested  increase  will  help  reduce  utilization  of  illegal  alien  labor  by  those 
employers  who  are  seeking  an  exploitable  workforce,  and  could  result  in  increased  hiring  of 
I  '.S.  workers. 

navis-Bacon:  Integrity  and  Accuracy  of  Wage  Detgrniinations-  An  increase  of  $3.8 
million  is  included  to  improve  the  integrity,  accuracy  and  timeliness  of  prevailing  wage  and 
fringe  benefits  determinations  under  the  Davis-Bacon  and  related  Acts.  These  additional 
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resources  are  required  to  develop  and  implement  alternative  or  improved  methodologies  to 
determine  prevailing  wages  and  to  develop  improvements  in  obtaining  broader  participation 
in,  and  verifying  the  accuracy  of  current  wage  surveys. 

Afliimative  Actioa   An  increase  of  $7.3  million  for  the  Office  of  Federal  Contract 
Compliance  Programs  (OFCCP)  is  proposed  to  implement  a  three-pronged  Fair  Enforcement 
Strategy  and  comprehensive  technical  assistance  strategy  designed  to  promote  compliance 
with  Executive  Order  1 1246.  This  increase  is  proposed  to  implement  one  of  the 
recommendations  made  as  part  of  the  Vice-President's  National  Performance  Review. 
Additional  resources  will  allow  OFCCP  to  support  a  vigorous  technical  assistance  effort  to 
and  assist  Federal  contractors  in  understanding  regulatory  requirements.   Special  emphasis 
will  be  devoted  to  small  companies  that  may  not  have  the  expertise  to  develop  Affirmative 
Action  Programs  by  providing  grassroots  seminars,  technical  assistance  and  training  sessions. 

Worter  Safety  and  HeaiUi 

The  Mine  Safet>'  and  Health  Administration  (MSHA)  uses  a  variety  of  tools  to 
pidinotc  safety  and  health  in  the  Nation's  mines.   Mining  is  a  $54  billion  industry  which 
touches  every  aspect  of  our  lives.   For  example,  more  than  one-half  of  our  electronic  power  is 
generated  by  coal.  MSHA  protects  more  than  350,000  men  and  women  working  in  the  mines 
through  an  integrated  program  of  enforcement,  compliance  assistance  and  education  and 
training.   MSHA's  1997  budget  request  of  $204  million  and  2,318  FTE  for  the  mine  safety 
and  health  program  will  allow  us  to  further  improve  miners'  safety  and  health  by  continuing 
to  focus  the  inspection  program  on  emerging  and  known  hazards,  providing  MSHA's 
inspectors  with  modem  technical  equipment  used  to  detect  hazards  conditions,  and  continuing 
our  partnership  with  the  states  through  the  mine  safety  and  health  state  grant  program. 

The  Occupational  Safety  and  Health  Administration  (OSHA)  protects  America's 
working  men  and  women  by  promulgating  protective  safety  and  health  standards  and 
enforcing  compliance  by  inspecting  places  of  employment.  OSHA  also  provides  consultatiOTi, 
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training  and  information  services  for  employers  and  employees;  assists  other  Federal  agencies 
in  establishing  and  mairtaining  occupational  safety  and  health  programs  for  Federal  workers; 
and  provides  matching  grants  to  assist  states  in  administering  and  enforcing  approved  state 
occupational  safety  and  health  programs. 

Under  President  Clinton's  May,  1995  "New  OSHA"  initiative,  OSHA  is  emphasizing 
the  development  of  partnerships  as  an  additional  tool  to  complement  OSHA's  traditional 
enforcement  approach.  There  are  two  underlying  themes:  first,  OSHA  can  only  inspect  a  tiny 
fraction  of  the  nation's  6  million  workplaces,  and  needs  to  leverage  its  limited  resources  to 
protect  more  workers  with  fewer  dollars.   Second,  OSHA  needs  to  treat  responsible  employers 
diflferently  from  negiectfiil  ones,  oflfaing  partnerships  and  incentives  to  the  fonner  and 
traditional  enforcement  for  the  latter. 

The  safest  workplaces  are  those  at  wWch  the  employer,  the  government  and  workers 
work  in  partnership.   That's  just  common  sense.   OSHA's  new  mix  of  partnership  and 
enforcement  programs  is  proving  this  maxim  over  and  over  again. 

In  FY  1997,  OSHA  will  continue  to  improve  workplace  safety  and  health  throug^i  the 
implementation  of  these  and  other  reforms.  A  budget  of  $340.9  million  and  2,415  FTE  is 
requested  for  these  changes,  which  include:  (1)  offering  employers  a  choice  between 
partnership  and  traditional  enforcement;  (2)  developing  common  sense  protective  standards; 
and  (3)  redirecting  the  agency's  focus  from  red  tape  to  results. 

OSHA  Partneiship.   For  the  Occupational  Safety  and  Health  Administration,  an 
increase  of  $21.8  million  and  283  FTE  is  included  for  OSHA's  Partnership  initiative.   Of  that 
increase,  $18.1  million  and  283  FTE  are  for  the  Federal  program  with  $2.7  million  for  the 
State  program,  and  $0.3  million  for  state  consultation  projects. 

Another  feature  of  the  Partnership  initiative  is  a  provision  for  small  business 
specialists  to  address  the  specific  needs  of  the  small  businesses.   Such  assistance  is  necessary 
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to  ensure  thai  uorkere  at  such  businesses  are  adequately  protected  without  imposing 
unnecessary  or  unfair  burdens  on  their  employers. 

The  proposed  increase  of  $2.7  million  will  be  used  to  allow  OSHA's  state  partners  to 
follow  Federal  OSHA's  lead  in  providing  employers  the  choice  between  partnerehip  and 
traditional  enforcement,  and  focusing  on  results,  not  red  tape. 

Ultimately,  OSHA's  new  partnCTship  programs  can  be  effective  only  if  OSHA 
maintains  a  strong  enforcement  presence.   Serious  violators  must  face  serious  consequences. 
Thus,  OSHA  has  taken  steps  to  identify  the  most  dangerous  workplaces  and  enforce  the  law 
against  employers  who  fail  to  address  serious  hazards. 

Common  Sense  Regulation  -  An  increase  of  $10  million  and  12  FTE  is  requested  to 
streamline  and  improve  the  regulatory  process  to  ensure  the  development  of  common  sense 
standards.   As  recommended  by  the  Vice-President's  National  Performance  Review,  the  three 
objectives  of  this  initiative  include:  (I)  accelerating  the  process  which  turns  outdated, 
technical  standards  into  sensible,  realistic,  and  protective  standards  that  are  readily 
understandable;  (2)  increasing  stakeholda  involvement  in  the  regulatory  process,  including 
the  use  of  negotiated  rulemaking  where  feasible;  and  (3)  improving  Hazard  Communication  in 
the  workplace. 

Chemical  Safety  Boaid.  -  The  request  includes  $3.0  million  and  5  FFE  to  enable 
OSHA,  jointly  with  the  Environmental  Protection  Agency,  to  assume  the  responsibilities  of 
the  Chemical  Safety  and  Hazard  Investigation  Board.   With  this  increase,  OSHA  expects  to 
continue  current  activities  in  the  chemical  industry  while  meeting  the  anticipated  need  for 
more  thorough  accident  investigations  and  evaluation.  In  addition,  the  agencies  will  provide 
increased  training  to  ensure  staff  capabilities  to  respond  to  chemical  industry  incidents  and 
v\ill  develop  both  an  internal  and  external  expert  review  process  for  accident  reports  and  other 
chemical  safety  reports. 
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IMPROVING  ECXDNOMIC  INDICATORS 

The  Bureau  of  Labor  Statistics  (BLS)  is  the  principal  data-gathering  agency  in  the 
Federal  government  in  the  broad  field  of  labor  economics.   The  direct  request  for  FY  1997  is 
$372.4  million,  an  increase  of  $28.0  million  and  an  increase  of  94  FTE. 

The  Department  requests  an  increase  of  $4.6  million  and  63  FTE  for  the  revision  of 
the  Consumer  Price  Index.   Revision  of  the  CPI  is  a  multi-year  effort,  and  this  revision  will 
be  completed  over  a  six-year  period.   The  CPI  is  the  principal  source  of  information 
concerning  trends  in  consumer  prices  and  inflation  in  the  United  States  and  is  one  of  the 
Nation's  most  important  economic  indicators.   The  measure  is  used  extensively  for  economic 
analysis  and  policy  formulation  in  both  the  public  and  private  sectors  as  well  as  to  escalate 
contract  costs  among  individuals  and  organizations. 

Tlie  FY  1997  request  includes  $2.5  million  and  8  FTE  for  the  BLS  component  of  a 
government-wide  revision  to  the  Standard  Industrial  Classification  System  (SIC).  The 
revision  of  the  current  SIC  system  is  a  multi-year  effort  that  the  government  plans  to 
complete  over  a  four  year  period,  beginning  in  1997  and  ending  in  2000.  The  SIC  system  is 
the  classification  standard  underlying  all  of  the  United  States  economic  statistics  classified  by 
industry.  The  SIC  system  has  become  the  most  widely  recognized  industrial  classification 
system  in  this  country  and  is  the  official  industrial  classification  structure  required  for  use  in 
all  Federal  statistical  programs.  The  proposed  new  system  would  provide  common  industry 
definitions  in  Canada,  Mexico,  and  the  United  States  to  facilitate  economic  analyses  that 
cover  the  combined  economies,  and  be  renamed  the  North  American  Industry  Classification 
System  (NAICS). 

Management  Initiatives  and  Accomplishments 

In  keeping  with  the  President's  commitment  to  the  American  public  to  reinvent  and 
reduce  the  size  of  government,  the  Department  has  continued  to  streamline  organizational 


29 


structures  that  fociis  agency  efforts  on  reducing  employment  while  preserving  the  resources 
nccessar)'  to  carry-out  agency  missions.  Our  streamlining  plans  and  reinvention  efforts  to 
date  clearly  reflect  our  commitment  to  re-engineer  major  work  processes  and  reduce  the 
number  of  support  positions  by  another  365  in  FY  1997.   The  Department  has  already 
achieved  the  12  percent  streamlining  reduction  goal  targeted  for  1999.   However,  streamlining 
and  reinvention  activities  will  continue  for  greater  enhancement  of  the  Department's  worker 
protection  and  other  programs.   In  addition,  the  Department  will  absorb  administrative 
reductions  that  will  save  over  $52  million  in  FY  1997,  and  will  continue  to  increase  reaching 
a  total  savings  of  about  $170  million  by  FY  1998. 

By  now  you  are  all  familiar  with  the  Innovation  Awards  the  Department  received  in 
FY  1995  for  OSHA's  Maine  200  program  and  for  PBGCs  Early  Warning  Program.  You 
should  know  the  Department  continues  to  improve  management  efficiency  at  all  levels,  and  as 
a  result,  the  Department  has  gained  widespread  recognition  for  its  effort.  This  year  the 
Department  nominated  14  reinvention  projects  for  the  Innovation  in  American  Government 
Awards  Program  in  FY  1996.  I  will  just  mention  two  of  the  nominations  here: 

ESA's  Office  of  Workers'  Compensation  Programs'  Rapid  Injury  Response 
Initiative  in  the  Oklahoma  City  Disaster  successfully  and  timely  responded  to 
claims  from  injured  workers  and  made  payrrients  to  survivors  within  nine  days 
of  the  event;  a  process  that  sometimes  takes  as  long  as  three  months.  OWCP 
had  already  initiated  a  number  of  steps  to  improve  claims  processing,  the 
Oklahoma  City  disaster  served  as  a  catalyst  for  bringing  all  elements  together 
into  a  customer-centered  program. 

•  OSHA's  focus  on  getting  results  and  improving  performance  in  their  redesigned 

area  offices  through  the  efforts  of  a  joint  union-management  Design  Team  has 
resulted  in  streamlining,  and  an  increase  of  30-50  percent  more  staff-time 
available  to  develop  practical  solutions  to  underlying  safety  and  health 
problems. 
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In  summary,  Mr.  Chairman,  we  believe  that  the  Department's  budget  supports  the 
Resident's  commitment  to  balance  the  budget  in  seven  years;  adheres  to  the  goals  of  the 
Vice-President's  National  Performance  Review  by  streamlining  organizational  structures  and 
implementing  management  improvements;  and  focuses  our  resources  on  the  development  of 
economic  security  for  the  majority  of  working  families,  making  the  American  dream  of 
opportunity  for  all  a  reality  for  all  who  arc  willing  to  work  for  it.   In  addition,  we 
acknowledge  the  need  to  work  in  partnership  with  American  business  to  secure  America's 
economic  future  in  the  global  economy  and  to  help  American  workers,  businesses  and 
communities  prosper  in  what  the  President  has  called  the  "Age  of  Possibility." 

I  thank  the  Subcommittee  for  the  opportunity  to  talk  with  you  today  and  to  present  our 
builgct     lliis  concludes  my  prepared  statement.   Mr.  Chainnan,  I  would  Ix:  happy  to  answer 
any  questions  that  you  or  other  members  of  the  Subcommitlcc  may  have. 
BALANCED  BUDGET 

Senator  Specter.  We  are  going  to  proceed  with  5-minute  rounds, 
Mr.  Secretary.  And  I  begin  with  an  overall  question  about  how  we 
are  going  to  increase  the  budget  for  your  Department — an  increase 
of  419  full-time  staff,  a  total  budget  increase  of  over  $1  billion  for 
fiscal  year  1997 — at  a  time  when  we  are  trying  to  reduce  the  size 
of  Government.  In  January  1996,  when  you  spoke  before  the  U.S. 
Conference  of  Mayors,  you  echoed  what  the  President  said  in  his 
State  of  the  Union  speech — or  perhaps  preceded  it — when  you 
talked  about  downsizing  government. 

How  do  we  square  those  two  approaches,  Mr.  Secretary?  We  are 
looking  at  a  very,  very  tough  budget.  We  had  a  $70  billion  budget 
the  year  before  last.  Last  year  we  had  a  $62  billion  budget.  And 
then  we  came  back  in  and  ended  up  with  65.  We  do  not  know  what 
the  allocation  is  going  to  be,  but  it  is  highly  unlikely  that  we  are 
going  to  be  able  to  have  increases.  What  is  your  response? 

Secretary  Reich.  Mr.  Chairman,  the  President  has  submitted  a 
budget  that  the  CBO  certifies  reaches  balance  by  the  year  2002. 
His  priorities  are  education,  job  training,  and  human  resources. 
You  are  blessed  in  this  committee — some  would  say  you  are  cursed 
in  this  committee — ^by  presiding  over  areas  that  the  President  feels 
are  essential  to  the  development  of  this  country. 

Senator  Specter.  Mr.  Secretary,  I  agree  with  the  priority,  but 
the  President  is  putting  the  cuts  in  the  outyears,  and  that  is  very 
difficult  to  do.  Because,  assimiing  reelection,  the  President  is  going 
to  be  out  of  town  and  a  new  Congress  is  going  to  be  looking  at 
those  outyears.  And  it  is  highly  questionable  whether  those  projec- 
tions for  the  outyears  will  take  place.  Do  you  disagree  with  the  con- 
gressional approach,  that  we  really  ought  to  more  evenly  divide  the 
cuts,  as  opposed  to  putting  them  sJl  off"  into  the  outyears? 
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Secretary  REICH.  Mr.  Chairman,  there  are  two  separate  prob- 
lems. One  problem  is  the  602(b)  problem  that  you  have.  And  I  will 
do  everything  I  can  to  help  you,  but  that  is  a  problem  you  had  last 
year.  And,  again,  it  has  to  do  with  the  fact  that  the  President's  pri- 
orities are  concentrated  in  this  committee;  that  regardless  of  what 
the  contours  of  that  big  pot  are  for  the  year  1997,  you  have  a  par- 
ticular challenge — this  committee  has  a  particular  challenge  and 
the  President  has  a  particular  challenge  with  regard  to  this  com- 
mittee. 

Senator  SPECTER.  Secretary  Reich,  I  do  not  have  much  time.  Ad- 
dress the  fundamental  question  as  to  philosophy,  where  the  Presi- 
dent puts  the  cuts  in  outyears  as  opposed  to  evenly  apportioning 
them. 

Secretary  Reich.  Well,  remember,  the  President's  trigger  mecha- 
nism allows  more  discretionary  spending  in  2001  and  2002  if  our 
economic  assumptions  turn  out  to  be  correct.  Now,  under  the  0MB 
economic  assumptions,  with  the  trigger  mechanism,  the  discre- 
tionary cuts  would  be  reduced  by  $111  billion  over  7  years.  And, 
therefore,  with  this  trigger,  the  President's  discretionary  cuts 
would  be  $186  billion  versus  the  Republican  cuts  of  $343  billion 
over  the  7  years. 

Senator  SPECTER.  That  is  an  interesting  response,  but  not  to  my 
question.  My  question  is,  can  you  justify  putting  most  of  the  cuts 
in  the  outyears  as  opposed  to  evenly  apportioning  them  over  the  6- 
to  7-year  period? 

Secretary  Reich.  Mr.  Chairman,  that  is  precisely  the  justification 
that  I  am  trying  to  get  across.  That  is,  we  are  assuming  because 
we  have  confidence  in  our  projections.  And  we  are  assuming,  there- 
fore, that  there  will  be  extra  discretionary  resources  in  those  out- 
years. We  think  our  projections  have  actually  done  very  well  so  far. 

In  fact,  the  0MB  economic  assumptions,  our  deficit,  our  5-year 
deficit  of  1994-98,  we  predicted  that  we  cut  it  by  $505  billion,  but 
the  latest  estimate  is  that  the  effect  of  the  President's  1993  eco- 
nomic plan  is  to  reduce  the  deficit  now  by  $796  billion  over  5  years. 
We  have  seen  more  economic  growth,  even  over  the  past  first  quar- 
ter— 2.8  percent  economic  growth — much  higher  than  the  projec- 
tions that  we  had  or  certainly  higher  than  the  Republican  budget 
had. 

So,  we  are  premising  this — we  are  taking  a  calculated  risk  here, 
I  understand — but  we  believe  that  our  projections  are  the  right  pro- 
jections. We  have  a  trigger  mechanism  in  place  in  our  budget.  So 
that  we  do  get,  if  our  projections  are  correct,  we  do  have  additional 
discretionary  spending  in  those  outyears. 

Senator  SPECTER.  Well,  the  calculated  risk  works  against  the  bal- 
anced budget.  You  are  not  saved  by  the  bell,  Mr.  Secretary,  you  are 
saved  by  the  light  from  a  followup  question. 

I  yield  now  to  Senator  Harkin. 

NONDEFENSE  DISCRETIONARY  SPENDING 

Senator  Harkin.  Thank  you,  Mr.  Chairman.  I  look  at  that  chart 
over  there  and  I  know  that  is  what  we  are  referring  to,  in  terms 
of  backloading.  And  I  would  just  say  that  even  with  that  bump  in 
there,  I  think  the  chairman's  questions  had  to  do  with  backloading 
it.  But  I  was  just  looking  at  the  distribution  here  of  total  savings. 
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In  the  last  year  it  is  40  and  37  percent.  The  last  3  years  are  the 
same,  82  percent,  82  percent.  So  there  is  only  2  percent  difference 
in  the  last  2  years.  So  that  is  not  that  big  of  a  difference. 

I  would  also  point  out  to  my  friend  from  Pennsylvania  that,  that 
bump  is  nondefense  discretionary.  It  is  this  Senator's  dearest  wish 
that  we  start  to  make  some  cuts  in  defense  discretionary  that  may 
more  than  offset  some  of  that  in  the  future.  I  just  find  it  uncon- 
scionable, again,  that  the  budget  in  the  House  provides  another 
$13  billion  over  what  the  Pentagon  wanted  for  next  year.  Last  year 
it  was  $7  billion  over  what  the  Pentagon  wanted.  So  we  are  going 
in  the  wrong  direction. 

So  when  you  carve  defense  out,  you  put  a  great  burden  on  all 
nondefense  discretionary  spending.  I  am  hopeful  that  we  can  come 
to  our  senses  here.  And  I  am  not  talking  directly  to  this  Senator. 
I  know  where  you  are  on  this.  I  am  just  saying  generally. 

Senator  Specter.  Are  you  talking  to  the  witness? 

Senator  Harkin.  No;  he  does  not  have  a  vote  up  here  either.  I 
am  talking  about  my  colleagues  here  in  the  Congress.  Unless  we 
come  to  our  senses  and  start  decreasing  some  of  the  defense  discre- 
tionary, it  is  going  to  be  even  worse.  I  do  not  care  whose  budget 
you  are  going  with.  Whether  it  is  the  President's  or  anybody's 
budget,  it  is  going  to  be  worse  in  the  outyears  if  they  keep  loading 
the  defense  budget — $7  billion  last  year,  $13  billion  this  year,  what 
is  it  going  to  be,  $21  billion  more  next  year?  I  mean  is  there  no 
end  to  this  madness  of  increasing  military  spending,  when  the  cold 
war  is  over?  I  mean  this  is  sheer  madness  what  we  are  doing. 

So  this  whole  thing  could  be  changed  if  we  would  just  start  mak- 
ing some  meaningful  reductions  in  Pentagon  spending,  I  would  just 
say  to  my  friend  from  Pennsylvania.  But  we  can't  debate  the  whole 
budget  here,  we  could  debate  this  all  afternoon. 

WORKER  ADJUSTMENT  AND  RETRAINING  NOTIFICATION  [WARN]  ACT 

Mr.  Secretary,  I  did  have  one  specific  question  that  I  wanted  to 
bring  up  to  you  that  had  nothing  to  do  with  the  budget,  but  it  has 
everything  to  do  with  a  very  important  issue  in  my  State.  About 
1  month  ago,  April  15  to  be  exact,  Monfort,  Inc. — it  is  a  cattle 
slaughtering  industry  owned  by  ConAgra,  a  wholly  owned  subsidi- 
ary of  ConAgra,  a  meat  packing  company  in  Iowa — suspended  oper- 
ations on  April  15;  1,322  workers  were  given  notice  to  clean  out 
their  lockers  and  go  home.  The  company  posted  a  statement  at  the 
plant  and  they  cited,  "*  *  *  unfavorable  economic  conditions  and 
said  the  company  needed  time  to  consider  the  plant's  fate." 

Under  current  law,  under  what  is  known  as  the  WARN  Act,  the 
company  is  supposed  to  give  employees  a  60-day  notice  prior  to  a 
plant  closing.  Well,  now,  what  Monfort  says  is  that  they  are  not  of- 
ficially closed.  Well,  tell  that  to  the  1,322  laid  off  workers.  They 
were  told  one  day  to  go  home.  And  now  it  has  been  almost  1 
month.  It  puts  them  in  a  very  precarious  position. 

Until  the  plant  officially  declares  that  these  workers  are  going  to 
be  permanently  dislocated  or  the  workers  have  been  laid  off  for  60 
days,  there  is  no  financial  help  for  these  workers.  Now,  this  is  un- 
conscionable. A  lot  of  these  workers  come  from  a  certain  area  of 
Iowa.  And  when  I  was  visiting  one  of  the  local  schools  there  re- 
cently, and  saw  the  kids  of  those  parents  with  no  income  coming 
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in.  They  do  not  qualify  for  anything,  because  Monfort  refuses  to  say 
what  they  are  going  to  do. 

Well,  I  started  looking  at  the  law,  and  there  is  a  loophole  in  that 
law.  And  now  what  I  wonder  is  I  guess  two  things.  Monfort  is  ap- 
proaching the  30-day  mark  on  the  suspension  of  operations.  The 
WARN  Act  does  have  a  provision  in  it  for  30-day  suspension  of  op- 
erations. Well,  if  they  do  not  start  up  before  that,  would  it  be  your 
understanding  that  they  will  be  in  violation  of  the  WARN  Act  once 
that  30-day  deadline  has  passed?  Can  you  state  that? 

If  you  cannot,  I  would  appreciate  if  you  could  get  back  to  me.  If 
that  30  days  passes,  will  they  be  in  violation  of  the  WARN  Act  if 
they  have  not  tsLken  certain  specific  actions  to  either  officially  close 
the  plant,  officially  suspend  the  workers,  or  officially  say  we  are 
going  back  to  work?  Something  has  got  to  happen. 

Secretary  Reich.  Senator,  under  the  WARN  Act,  the  company  is 
not  covered  if  it  is  a  temporary  suspension  of  operations. 

Senator  Harkin.  That  is  30  days. 

Secretary  Reich.  Now,  what  is  a  temporary  suspension  of  oper- 
ations? A  temporary  suspension  of  operations  due  to  economic  con- 
ditions is  a  temporary  suspension  if  the  workers  are  recalled  within 
6  months.  Now,  that  is,  according  to  the  law,  a  company  is  not  cov- 
ered if  there  is  a  temporary  suspension  of  operations  due  to  eco- 
nomic conditions. 

Now,  doubling  the  difficulty  here  is  the  fact  that  there  is  no  Fed- 
eral agency  or  department  enforcing  the  WARN  Act.  The  Labor  De- 
partment does  not  enforce  the  WARN  Act.  The  WARN  Act  is  en- 
forced by  private  rights  of  action  in  the  Federal  district  courts.  We 
have  no  oversight  responsibilities  with  regard  to  the  WARN  Act. 

Now,  our  preliminary  information — not  on  this  particular  Mon- 
fort beef  plant,  but  on  how  the  WARN  Act  is  working — comes  from 
studies  such  as  have  been  done,  I  believe,  by  the  GAO  and  the  in- 
spector general,  suggesting  that  there  are  real  problems,  there  are 
real  loopholes  here.  And  some  companies  are  not  following  their  ob- 
ligations under  the  WARN  Act. 

Now,  again,  I  cannot  speak  to  this  particular  plant,  because  I 
simply  do  not  know. 

WARN  ACT  COVERAGE 

Senator  Harkin.  I  wish  you  would  take  a  look  at  this  particular 
plant  and  this  particular  situation  here.  I  do  not  know  why  my  in- 
formation was  that  there  was  a  30-day  mark  on  suspension  of  oper- 
ations. But  you  are  saying  it  is  6  months? 

Secretary  REICH.  My  information  here  is  that  a  covered  employer 
must  give  notice  if  an  employmeiit  site  will  be  shut  down  resulting 
in  an  employment  loss  exceeding  6  months.  The  situation  referred 
to  by  this  company  as  a  temporary  suspension  of  operations  due  to 
economic  conditions  is  not  covered  and  is  not  a  covered  plant  clo- 
sure if  the  workers  are  recalled  within  6  months. 

Senator  Harkin.  So  what  if  they  are  not  called  within  6  months? 

Secretary  REICH.  If  they  are  recalled  within  6  months,  then  it 
would  be  temporary  and  they  would  not  have  to  have  a  WARN 
Act — now,  if  they  are  not  recalled  within  6  months,  then  they  do 
have  obligations  under  the  WARN  Act.  Then  it  is,  in  effect,  a  clo- 
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Senator  Harkin.  So  they  have  to  stay  closed  at  least  6  months, 
and  then  a  private  right  of  action  ensues? 

Secretary  REICH.  I  believe  that  that  is  correct. 

Senator  Harkin.  I  am  also  told,  and  I  wish  you  would  have  your 
people  check  this  out  for  me,  that  since  these  workers  are  not  laid 
off,  they  are  not  permanently  thrown  out  of  work,  they  just  closed 
their  doors  and  said  they  are  temporarily  suspending  operations, 
that  they  are  not  really  eligible  for  financial  help,  any  of  these 
workers.  I  do  not  know  what  they  are  eligible  for.  There  is  a  lot 
of  consternation  there. 

Secretary  Reich.  I  will  take  a  look  at  that,  Senator. 

WARN  ACT  AND  LAID-OFF  WORKERS 

Senator  Harkin.  I  have  not  seen  anything  like  this.  I  mean  we 
have  had  plant  closings  in  Iowa  in  the  past,  where  they  have  given 
a  60-day  notice  and  everything  has  proceeded  fine,  no  problem.  But 
I  have  never  seen  anything  like  this,  where  they  just  summarily 
closed  the  doors  and  said  they  are  just  temporarily  suspending  op- 
erations, and  nothing  has  happened.  It  just  goes  day  after  day  and 
nothing  ever  happens. 

Secretary  Reich.  Now,  I  know  that  the  Iowa  dislocated  worker 
unit  supervisor  has  been  in  contact  with  Monfort.  Their  head- 
quarters is  in  Colorado. 

Senator  Harkin.  That  is  right. 

Secretary  Reich.  But  has  received  no  additional  information  re- 
garding the  nature  of  this  layoff.  Our  national  office  and  our  re- 
gional staff  have  been  in  touch  with  the  dislocated  worker  unit, 
promising  any  assistance  that  we  can  provide.  And  the  State  of 
Iowa  has  promised  to  keep  the  employment  and  training  adminis- 
tration informed. 

Now,  in  the  meantime,  the  State  has  established  an  unemploy- 
ment insurance  claims-taking  operation  for  the  affected  workers  at 
the  union  hall  and  workers  are  now  receiving  unemplo3anent  insur- 
ance benefits.  But,  as  you  said,  we  have  no  way  of  knowing  wheth- 
er this  is  permanent  or  temporary  at  this  point. 

Senator  Harkin.  Well,  it  is  a  loophole  in  the  law,  and  something 
has  to  be  done  to  tighten  up  that  law.  If  you  have  any  thoughts 
on  that,  I  would  like  to  know  them.  Not  here  today,  but  give  me 
some  information. 

Thank  you,  Mr.  Chairman. 

This  is  a  big  issue.  I  mean,  just  imagine  if  you  had  a  city  in  your 
State  of  250,000.  There  is  1,300  workers.  They  have  been  making 
good  wages.  They  are  all  from  a  certain  area,  so  it  affects  a  neigh- 
borhood tremendously.  They  have  got  kids  in  school.  And,  all  of  a 
sudden,  bang,  you  are  just  out  of  work.  No  notice,  no  nothing,  and 
you  are  just  thrown  out.  And  they  do  not  know  what  to  expect,  be- 
cause the  company  will  not  tell  them  whether  they  are  going  to 
open.  If  they  were  shut  and  they  said,  "We  are  not  opening,  pe- 
riod," then  workers  could  get  on  with  their  lives  maybe,  and  begin 
to  do  something.  But  they  are  sort  of  in  limbo. 

Senator  Specter.  And  inquiries  have  been  made,  Senator  Har- 
kin, and  no  response? 
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Senator  Harkin.  Absolutely.  The  mayor  of  Des  Moines  has  been 
out  to  Monfort  in  Colorado.  They  have  had  discussions.  And  Mon- 
fort  just  says  they  are  just  temporarily  suspended. 

Secretary  Reich.  And  is  providing  no  assistance,  no  employment, 
nothing. 

Senator  Harkin.  No;  not  that  we  know  of.  So  it  is  a  bad  situa- 
tion, and  I  appreciate  you  looking  at  it. 

Thank  you. 

[The  information  follows:] 

Plant  Closure 

With  certain  exceptions,  the  Worker  Adjustment  and  Retraining  Notification  Act 
(WARN)  requires  employers  of  100  or  more  workers  to  give  at  least  60  days  advance 
written  notice  of  a  permanent  plant  closure  or  mass  layoff  so  that  workers  can  take 
action  as  necessary  to  find  a  new  job.  Not  all  layoffs  are  covered  under  WARN,  how- 
ever. For  example,  a  temporary  layoff  of  less  than  6  months  may  not  require  a  no- 
tice. In  other  very  limited  cases,  a  notice  of  less  than  60  days  may  be  provided. 

An  employment  loss  begins  with  the  layoff.  Since  notice  is  due  60  days  in  ad- 
vance, a  prudent  employer  wishing  to  avoid  potential  liability  would  provide  notice 
to  the  workers  at  least  60  days  prior  to  their  layoff  unless  itjs  certain  that  the  lay- 
off will  not  exceed  6  months. 

According  to  the  WARN  Act,  an  employee  alleging  a  violation  of  the  provisions 
of  WARN  may  bring  suit  in  U.S.  District  Court.  The  Department  of  Labor,  however, 
has  no  administrative  authority  or  legal  standing  in  any  enforcement  action  under 
WARN,  and  is  not  in  a  position  to  issue  advisory  opinions  on  specific  cases.  There- 
fore, the  workers  affected  by  the  "suspension  of  operations"  and  subsequent  an- 
nouncement of  a  permanent  shutdown  at  the  Monfort  plant  may  wish  to  consult 
with  an  attorney  for  further  guidance  and  assistance. 

We  understand  that  the  company  issued  a  plant  closing  notice  on  May  29,  and 
that  the  company  will  provide  workers  with  backpay.  An  outplacement  center  for 
the  workers  was  scheduled  to  open  at  the  company's  administrative  building  on  May 
30. 

So  that  they  may  respond  to  plant  closures  and  mass  layoffs.  States  receive  Fed- 
eral funds  under  Title  III  of  the  Job  Training  Partnership  Act  to  serve  workers  who 
have  been  dislocated.  Title  III  authorizes  the  establishment  of  substate  level  pro- 
grams, based  on  local  circumstances.  Services  are  designed  to  help  dislocated  work- 
ers find  a  new  job,  and  may  include  training,  job  search  assistance,  and  supportive 
services  to  enable  an  eligible  worker  to  participate  in  the  program. 

In  addition,  each  State  uses  Title  III  funds  to  set  up  a  Dislocated  Worker  Unit 
(DWU)  which  receives  notices  of  plant  closures  and  mass  layoffs.  When  a  DWU  ob- 
tains information  about  a  mass  layoff,  it  can  respond  with  on-site  services  to  assist 
workers  who  are  losing  their  jobs. 

On  May  22,  the  Department  approved  the  State's  request  to  reprogram  $900,000 
in  National  Reserve  Account  (NRA)  Funds  to  provide  assistance  to  over  500  Monfort 
Meat  Packing  Company  employees.  The  States  also  indicated  that  it  will  examine 
all  available  resources,  including  the  need  for  additional  NRA  funding  to  address 
the  continuing  needs  of  the  workers  being  dislocated  from  Monfort  Meat.  My  staff 
are  working  with  the  State  to  ensure  that  Monfort  Meat  workers  who  need  and  re- 
quest Title  III  retraining  and  reemployment  services  can  be  provided  such  assist- 
ance. 

The  Iowa  State  DWU  reports  that  it  has  been  helping  workers  file  claims  for  un- 
employment insurance  at  the  union  hall,  and  that  workers  are  now  receiving  unem- 
ployment benefits. 

I  share  your  concerns  for  the  Monfort  Meat  plant  employees,  their  families  and 
the  surrounding  community. 

FEDERAL  UNEMPLOYMENT  TAX  ACT  [FUTA] 

Senator  Specter.  Thank  you.  Senator  Harkin. 
Senator  Cochran. 

Senator  Cochran.  Thank  you,  Mr.  Chairman. 
Mr.  Secretary,  I  understand  from  my  State  that  FUTA  provides 
for  grant  funds  to  States  to  be  made,  and  of  course  taxes  are  paid 
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by  employers  in  every  State,  including  mine,  under  this  act.  And 
I  understand  that  our  State  enjoys  the  ranking  of  37th  among  the 
States  in  the  return  received  on  revenues  raised  for  the  Federal 
Government  under  this  act.  Can  you  tell  us  why  there  is  such  a 
large  disparity  between  the  amount  of  grant  funds  received  in  my 
State  and  the  amount  of  the  taxes  paid? 

Secretary  Reich.  Senator,  you  are  referring  to  the  Federal  unem- 
ployment trust  funds,  I  assume.  Now,  as  I  understand  the  way  the 
trust  funds  are  organized,  the  States  pay  into  trust  funds,  the  Fed- 
eral Government  provides  administrative  costs  with  regard  to  those 
trust  funds,  but  the  States  actually  are  providing  the  funding  for 
those  trust  funds.  And  I  think  what  you  are  asking  is  why  the  Fed- 
eral Government's  administrative  contribution  is  so  low? 

Senator  Cochran.  No;  they  are  talking  about  grant  funds  that 
were  received  which  amounted  to  only  51.9  percent  of  the  FUTA 
taxes  paid  by  Mississippi  employers.  These  are  figures  from  1994. 
And  I  had  received  this  information  with  a  request  that  I  bring  this 
up  at  the  hearing  and  inquire  about  why  we  are  receiving  such  a 
low  rate  of  return  on  the  taxes  being  paid  into  these  Federal  pro- 
grams. 

Secretary  Reich.  Senator,  I  will  get  back  to  you  on  that. 

[The  information  follows:] 

Funding  of  State  Unemployment  Insurance  Administrative  Costs 

The  purpose  of  the  present  arrangement  for  funding  of  State  unemployment  in- 
surance (UI)  administrative  costs,  as  expressed  in  the  Social  Security  Act  of  1935; 
is  to  provide  grants  to  States  to  meet  their  necessary  costs.  This  approach  was  de- 
signed to  ensure  that  States  would  not  be  placed  in  an  adverse  competitive  relation- 
ship with  each  other  because  of  differing  UI  administrative  costs  caused  by  such  fac- 
tors as  geography  and  population  dispersion  or  irregular  claims  workloads  due  to 
seasonal  or  economic  patterns.  Accordingly,  there  has  been  no  effort  to  relate  each 
State's  UI  administrative  grants  to  Federal  Unemployment  Tax  Act  (FUTA)  taxes 
paid  by  its  employers. 

Under  the  present  system,  all  employers  in  all  States  pay  a  uniform  tax  to  make 
up  a  pool  from  which  grants  are  made  to  States  based  on  an  evaluation  by  the  De- 
partment of  amounts  needed  for  "proper  and  efficient  administration".  For  a  few 
States,  administrative  grants  exceed  the  taxes  paid  over  time  by  their  employers; 
for  a  few  other  States,  taxes  exceed  the  amount  of  their  grants;  for  most  States, 
taxes  and  grants  are  roughly  equivalent  over  time.  The  national  average  from  1981 
through  1994  of  funds  received  as  a  percent  of  FUTA  taxes  paid  is  about  80  percent. 
The  average  for  Mississippi  over  the  same  period  is  also  80  percent. 

It  is  also  important  to  note  that  the  FUTA  tax  is  not  intended  solely  for  UI  ad- 
ministration. This  tax  also  pays  for  the  States'  employment  service  programs. 
States'  veterans  employment  services  programs.  State  cooperative  agreements  with 
the  Bureau  of  Labor  Statistics  for  statistical  programs.  Federal  administration  of 
these  programs,  Federal  share  of  the  Federal-State  Extended  Benefits  program  and 
for  the  Federal  Unemployment  Account  in  the  Unemployment  Trust  Fund  from 
which  insolvent  States  can  borrow  to  make  benefit  payments.  In  addition,  a  sub- 
stantial portion  of  the  outlays  for  the  Emergency  Unemployment  Compensation 
were  funded  by  FUTA. 

Because  a  number  of  States  have  expressed  concerns  about  the  issue  of  adminis- 
trative funding,  the  Department  is  conducting  a  comprehensive  study  of  the  subject 
under  the  Administrative  Financing  Initiative. 

I  assure  you  that  the  Department  takes  this  issue  seriously  and  is  working  to- 
ward an  equitable  solution. 

DEVOLVE  FUTA  TO  STATES 

Senator  CoCHRAN.  I  would  like  to  know  also  what  your  reaction 
to  proposals  that  would  devolve  the  FUTA  system  to  the  States. 
What  would  your  reaction  to  that  be? 
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Secretary  Reich,  Well,  I  will  tell  you  why  I  do  not  think  that  is 
a  good  idea.  Because  the  unemployment  insurance  system  is  a  kind 
of  national  insurer  against  the  possibility  that  one  State  may  have 
a  greater  period  of  unemployment,  a  higher  level  of  unemployment. 
It  may  be  that  an  individual  State  has  a  particular  region  in  it  that 
is  subjected  to  very,  very  high  unemployment  for  a  period  of  time. 
So  the  entire  unemployment  insurance  system  was  designed  so 
that  States  can  effectively  borrow  from  one  another,  in  terms  of 
trust  funds,  if  they  get  into  trouble,  and  that  there  is  administra- 
tive backup  from  the  Federal  Government  if  a  State  should  need 
it. 

That  kind  of  national  insurance  model  has  worked  pretty  well. 
And  given  that  we  do  have  regional  slumps,  such  as  in  New  Eng- 
land, California,  and  the  Pacific  Northwest,  there  is  a  pretty  good 
reason  why  we  need  to  ensure  that  anybody  who  loses  a  job  does 
not  have  to  be  hostage  to  the  possibility  that  a  State  may  be  sin- 
gularly bad  off  relative  to  the  rest  of  the  States. 

PUBLIC  EMPLOYMENT  SERVICE 

Senator  CoCHRAN.  According  to  additional  information  I  have  re- 
ceived, the  resources  for  the  Public  Employment  Service  have  de- 
clined substantially  in  recent  years.  Are  the  funding  levels  you  are 
requesting  in  this  year's  budget  sufficient  to  maintain  an  effective 
statewide  network  of  public  emplojonent  offices  to  serve  employers 
as  well  as  job  seekers? 

Secretary  Reich.  Senator,  we  are  doing  the  best  we  can  with  lim- 
ited resources.  This  is  really  a  part  of  the  larger  story  that  I  have 
talked  to  the  chairman  about.  You  have  got  about  2.2  million  peo- 
ple a  year  who  are  losing  their  job  permanently  in  this  country. 
Our  employment  services  and  our  training  services  are  reaching 
over  600,000  of  those  people.  Now,  that  is  not  bad;  that  is  good. 
But  given  the  rate  of  corporate  downsizing  and  military  downsizing 
and  all  of  the  dynamics  in  this  economy,  we  all  have  a  stake.  I  real- 
ly believe  that  every  one  of  us  has  a  stake  in  making  sure  that  peo- 
ple can  get  a  new  job  as  fast  as  possible.  Because  that  means  a  pro- 
ductive, tax-paying  citizen,  not  somebody  on  unemployment  insur- 
ance. 

So  this  is  an  investment.  I  think  we  are  all  right.  And  the  Presi- 
dent has  requested  what  we  consider  to  be  a  responsible  amount 
of  money.  The  employment  service  has  a  $27  million  increase  re- 
quested in  1997,  from  $821  million  to  $848  million.  I  wish  we  could 
do  more,  but  as  the  chairman  keeps  telling  me,  resources  are  very 
limited. 

JOB  training  consolidation 

Senator  Cochran.  There  is  an  effort  to  consolidate  job  training 
programs  to  make  them  more  efficient.  There  is  legislation  in  con- 
ference now.  Bills  have  passed  the  House  and  Senate  in  an  effort 
to  make  these  programs  more  workable  and  also  more  efficient. 
Would  you  recommend  to  the  President  that  he  sign  either  one  of 
those  bills  if  they  come  out  of  conference  and  are  sent  to  him? 

Secretary  REICH.  Senator,  the  conference  agreement  I  have  seen 
I  received  just  about  48  hours  ago.  So  I  have  not  had  a  chance  to 
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go  through  it  in  detail.  But  I  will  tell  you  the  elements  that  I  feel 
are  very  important  and  I  would  very  much  recommend  to  the  Presi- 
dent that  he  support  are  the  consolidation  of  the  70  or  so  job  train- 
ing programs,  the  one-stop  centers,  which,  again,  are  a  further  con- 
venience for  people,  a  labor  market  information  system,  so  if  you 
lose  a  job,  you  can  easily  find  out  through  a  digitized,  computerized 
system  what  is  out  there,  what  training  you  need,  and  which  com- 
munity college  gives  you  the  best  shot  at  getting  the  right  training. 
Those  elements  are  very  important. 

JOB  BANK 

Senator  Cochran.  Mr.  Chairman,  with  your  indulgence,  I  will 
ask  my  final  question  and  not  make  a  speech. 

Senator  SPECTER.  Why  do  not  you  do  both.  Senator  Cochran? 

Senator  Cochran.  No,  no,  no;  Senator  Harkin  made  the  speech. 
[Laughter.] 

In  your  statement,  you  have  mentioned  the  job  bank,  and  that 
that  is  a  critical  link  between  employers  and  job  vacancies  and 
workers  seeking  employment.  Are  you  seeking  automation  funds  in 
this  budget  that  will  allow  States  to  continue  to  help  build  this 
link? 

Secretary  REICH.  Yes;  we  are,  Senator.  We  are  continuing  to 
build,  with  the  State  employment  agencies,  this  computerized  infor- 
mation system.  And  it  is  my  view  and  the  President's  view  that  if 
we  can  get  good,  quality  information  to  people,  combined  with 
vouchers  or  what  might  be  called  skill  grants,  so  they  can  get 
training  when  they  need  it  under  terms  that  they  need  it,  we  are 
creating  a  market  system  to  replace  what  is  otherwise  a  bureau- 
cratic system. 

And,  if  I  may,  Mr.  Chairman,  let  me  just  take  1  more  minute  on 
this  point,  because  it  is  a  very  important  point.  The  bipartisan 
House  version  of  that  work  force  development  bill  requires  that  all 
these  training  programs  be  consolidated  and  be  provided  to  individ- 
uals in  the  form  of  vouchers  or  skill  grants.  So,  again,  they  can  get 
the  training  when  they  need  it  when  they  lose  a  job. 

We  almost  got  there  on  the  Senate  side.  There  is  some  resistance 
in  the  Senate  to  putting  all  of  those  into  the  form  of  vouchers.  Now, 
it  is  my  view  that  there  is  no  reason  to  suppose  that  a  State  public 
servant  is  going  to  be  any  more  responsible  with  Federal  dollars 
than  a  Federal  public  servant.  What  we  want  to  do  is  get  this  pro- 
gram out  of  bureaucracies  and  into  the  hands  of  people,  with 
vouchers,  and  create  a  market  system. 

So  I  admit  to  a  bit  of  frustration  with  that  idea,  which  I  think 
is  very  important  and  is  not  conservative  or  liberal,  which  has  not 
yet  been  fully  accepted  in  the  Senate. 

Senator  Cochran.  Thank  you  very  much. 

DISLOCATED  WORKER  JOB  TRAINING 

Senator  Specter.  Thank  you.  Senator  Cochran.  And  thank  you 
for  joining  us. 

Mr.  Secretary,  you  have  been  responsive,  and  I  thank  you  for 
your  work  with  the  Philadelphia  Navy  Yard  and  with  Letterkenney 
when  Letterkenney  got  its  notice  on  the  base  closure.  You  were  en 
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route  from  California  and  you  joined  Senator  Santorum  and  me  to 
address  that  very  promptly  that  afternoon,  and  it  was  very  well  re- 
ceived at  Letterkenney.  We  have  another  situation  in  Pennsylvania 
at  Caterpillar,  which  you  and  I  have  talked  about.  I  have  discussed 
that  with  you  during  a  visit  that  I  made  there.  There  are  1,100 
who  are  going  to  be  out  of  jobs  there. 

What  I  would  ask  you  to  do  is  to  supply,  after  the  hearing  is 
over,  what  has  happened  with  the  dislocated  worker  job  training 
program  as  it  applies  to  those  three  units.  That  would  give  the  sub- 
committee— me  specifically — an  opportunity  to  evaluate  just  how 
that  funding  works  out  in  practice.  It  is  fine  to  talk  about  the  theo- 
ries, and  we  see  the  numbers  on  the  charts,  but  if  your  Department 
could  provide  that  to  me.  And  then  I  would  like  to  follow  up  with 
you  in  a  personalized  discussion  just  exactly  how  it  has  worked  out. 

Because  when  I  am  asked  questions  in  open-house  town  meet- 
ings about  why  is  the  Department  of  Labor  so  big,  why  are  you  get- 
ting additional  funds,  et  cetera,  it  would  be  very  useful  to  be  able 
to  tell  in  concrete  terms  just  exactly  what  is  happening  with  these 
programs. 

Secretary  Reich.  I  would  be  happy  to  do  that.  Senator. 

[The  information  follows:] 

Dislocated  Workers 

The  Department  has  awarded  3  grants  totaling  $28  million  to  the  Commonwealth 
of  Pennsylvania  to  serve  individuals  dislocated  from  the  Philadelphia  Naval  Base 
and  Shipyard  as  a  result  of  the  action  by  the  Base  Realignment  and  Closure  (BRAC) 
Commission  which  will  c'ose  the  facility.  As  reported  by  the  Commonwealth  through 
March  31,  1996,  2,385  dislocated  workers  have  been  served  by  these  grants  so  far. 
It  should  be  noted  that  a  review  of  projected  enrollments  and  expenditures  indicates 
that  some  of  the  grants'  funds  may  not  be  utilized  within  the  availability  period. 
In  light  of  this,  the  Department  of  Labor  has  been  working  with  the  Commonwealth 
to  encourage  that  it  focus  on  moving  some  of  these  funds  to  begin  meeting  the  im- 
mediate needs  of  workers  affected  by  other  dislocation  events  within  the  Common- 
wealth. 

We  provided  over  $800,000  to  the  Commonwealth  in  December  1993  to  address 
the  needs  of  the  workers  being  dislocated  from  the  U.S.  Army  Depot  in  Chambers- 
burg  as  a  result  of  the  BRAC  action  to  close  the  facility.  In  January  of  this  year 
at  the  request  of  the  Commonwealth,  we  approved  the  expansion  of  this  grant  to 
include  services  for  the  workers  from  the  Letterkenney  Army  Depot  being  dislocated 
from  that  facility  as  a  result  of  BRAC  action  and  who  are  now  eligible  for  Title  III 
services.  Depending  on  the  demonstrated  need  for  Title  III  services,  additional  fund- 
ing may  be  necessary  to  continue  services  for  the  individuals  dislocated  from 
Letterkenney.  All  available  Title  III  resources,  including  funds  that  may  need  to  be 
reprogrammed  from  the  naval  base  and  shipyard  grant  will  be  considered  in  meet- 
ing those  needs. 

The  information  we  have  on  the  Caterpillar  workers  is  that  no  workers  have  been 
laid  off  or  received  notice  of  layoff  and,  thus,  are  not  eligible  yet  for  Title  III  serv- 
ices. Once  either  of  these  two  events  occur,  we  are  prepared  to  move  as  expedi- 
tiously as  possible  to  assist  the  Commonwealth  of  Pennsylvania  meet  the  retraining 
and  reemployment  needs  of  the  workers  who  are  dislocated  as  a  result  of  the  closure 
of  the  Caterpillar  plant.  All  available  Title  III  resources,  State/local  formula  funds 
as  well  as  national  reserve  account  funds,  will  be  considered  to  provide  an  appro- 
priate response  to  these  dislocated  workers. 

CUTS  IN  OUTYEARS 

Senator  Specter.  And  we  are  going  to  submit  a  whole  series  of 
questions  to  you  for  the  record,  which  staff  has  prepared,  which  go 
to  a  great  many  of  the  issues.  And  I  would  like  you  to  address  fur- 
ther the  lead  question  as  to  cuts  in  outyears,  as  to  how  we  are 
going  to  make  that  work  out.  Give  us  help  as  to  how  we  are  going 
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to  make  all  the  ends  meet  on  this  subcommittee.  And  there  will  be 
a  range  of  questions.  And  I  am  going  to  devote  some  time  this 
afternoon  to  some  of  the  objects  which  are  current,  which  I  expect 
to  have  in  conference  on  disagreements  with  the  House  in  the  mat- 
ter which  is  pending  on  the  Senate  floor  now. 

SCHOOL-TO-WORK  PROGRAM 

But,  first,  I  want  to  take  up  with  you  the  School-to-Work  Pro- 
gram, and  call  your  attention  to  the  fact  that  Philadelphia  has  re- 
ceived a  grant  as  part  of  the  Pennsylvania  State  implementation 
grant  under  the  School-to-Work  Opportunities  Act,  but  there  has 
been  no  local  implementation  grant,  no  grant  on  the  urban/rural 
school-to-work.  The  program  is  being  run  by  Greater  Philadelphia 
First,  a  nonprofit  entity,  composed  of  30  of  the  areas  largest  busi- 
nesses. 

This  ties  into  a  matter  which  you  and  I  have  discussed  before 
and  I  have  been  working  on  for  many  years,  since  I  saw  a  Philadel- 
phia Inquirer  headline  several  years  ago  "Philadelphia  Labor 
Shortage  Area,"  which  astounded  me,  because  I  know  that  there 
are  200,000  to  300,000  unemployed  people  in  Philadelphia,  but 
they  do  not  have  the  skills  to  hold  the  jobs.  Now  what  I  would  ask 
you  to  do  is  to  review  the  Philadelphia  application.  And  I  would 
like  to  talk  to  you  about  it.  And  perhaps  you  can  find  time  from 
your  busy  schedule  to  join  me  in  a  visit  to  Philadelphia  and  this 
program,  where  there  is  much  that  can  be  done. 

Because  I  hear  from  businessmen  about  their  needs  and  a  short- 
age of  skilled  workers,  and  how  we  can  tie  in  this  program,  again, 
in  a  very  practical  way  which  would  be  of  help  to  the  subcommittee 
and  me  in  evaluating  the  value  of  this  program  as  it  applies  in  a 
specific  context. 

Secretary  REICH.  Yes;  I  would  be  happy  to  do  that.  Senator.  And 
I  think  that  in  Pennsylvania,  in  particular,  the  school-to-work  im- 
plementation grant  appears  to  be  a  great  success.  I  will  give  you 
a  lot  of  details,  and  I  would  be  happy  to  help  you  get  that  story 
out. 

[The  information  follows:] 

State  Implementation  Grant 

The  State  of  Pennsylvania  was  awarded  a  State  Implementation  Grant  in  Septem- 
ber of  1995  in  the  amount  of  $6,500,000.  Under  current  spending  plans,  Pennsylva- 
nia is  scheduled  to  receive  a  total  of  $39,000,000  over  the  five  years  of  their  grant. 
In  each  year  of  the  grant,  a  large  percentage  of  funds  must  be  passed  down  to  the 
local  level  in  the  form  of  subgrants  to  local  partnerships. 

A  team  of  federal  staff  recently  conducted  a  site  visit  to  Pennsylvania  to  assess 
the  progress  of  their  implementation  effort.  This  visit  certified  that  Pennsylvania 
shows  a  strong  commitment  to  align  the  complementary  policies  of  the  School-to- 
Work  Opportunities  Act,  Goals  2000,  and  economic  development. 

Pennsylvania  has  formed  a  State  level  partnership  of  the  Departments  of  Edu- 
cation, Commerce,  Labor  and  Industry  and  the  Governor's  Planning  Office.  The 
agency  partnership  proposes  two  main  mechanisms  to  translate  policy  integration 
into  effective  local  partnerships:  (1)  eight  regional  teams  organized  around  the  Com- 
merce Department's  Industrial  Resource  Centers,  consisting  of  key  government  and 
other  stakeholders,  will  provide  technical  assistance;  and  (2)  a  statutory  strategic 
planning  process  for  local  schools  to  result  in  expanded  partnerships  between 
schools  and  communities  focused  specifically  on  School-to-Work  components. 

Pennsylvania  has  a  number  of  models  to  build  on,  including  an  existing  machinist 
apprenticeship  component  and  existing  large  scale  efforts  in  the  Pittsburgh  and 
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Philadelphia  school  systems.  They  have  also  been  effective  in  engaging  organized 
labor  and  have  strong  and  varied  linkages  with  postsecondary  education. 

Pennsylvania's  School-to-Work  initiative  has  roots  in  the  three-year  Youth  Ap- 
prenticeship Demonstration  Program  funded  by  the  U.S.  Department  of  Labor,  the 
State  of  Pennsylvania,  the  Alfred  P.  Sloan  Foundation  and  the  Howard  Heinz  En- 
dowment. There  are  16  sites,  approximately  400  students  and  150  companies  par- 
ticipating in  this  state-wide,  work-based  learning  effort,  which  currently  focuses  on 
the  manufacturing  and  health  care  industries.  The  initiative  is  administered  by  the 
Pennsylvania  Department  of  Education  in  partnership  with  the  state's  Department 
of  Commerce  and  Department  of  Labor  and  Industry.  It  features  customized  curric- 
ula that  integrate  school-based  and  work-based  learning  and  is  taught  by  a  team 
of  teachers  and  a  worksite  mentor.  Successful  participants  earn  a  high  school  di- 
ploma, transferable  post-secondary  credits,  and  certificates  of  broad  occupational 
competencies. 

Some  of  the  strengths  of  the  Pennsylvania  system  have  been  identified  as  follows: 

— Strong  commitment  from  Governor's  Office  to  implement  a  comprehensive 
School-to-Work  system  that  will  be  aligned  with  other  workforce  and  economic 
development  initiatives. 

— Extensive  base  of  effective  local  models  upon  which  to  build. 

— SWAT  team  approach  for  developing  local  partnerships  on  a  regional  basis  with 
proven  effectiveness  in  two  regions. 

— Extensive  employer  participation. 

— Active  involvement  of  organized  labor  in  all  facets  of  proposed  system. 

— Industrial  Resource  Centers  provide  a  natural  link  to  labor  market  information. 

While  Philadelphia  has  received  a  subgrant  from  Pennsylvania's  State  Implemen- 
tation grant,  they  have  been  unsuccessful  in  the  direct  grant  competitions  run  by 
the  National  School-to-Work  Office  for  Local  Partnership  and  Urban/Rural  Opportu- 
nities Grants.  However,  they  have  applied  for  an  Urban/Rural  Opportunities  Grant 
in  the  latest  competition,  the  results  of  which  have  not  yet  been  announced. 

TEAM  ACT 

Senator  Specter.  Let  me  turn  now  to  a  subject  which  I  discussed 
with  you  informally  before  the  hearing  started,  and  that  is  the  so- 
called  TEAM  Act.  I  would  like  you  to  tell  us  why  the  administra- 
tion is  opposed  to  that  pending  bill.  This  is  one  of  the  issues  on 
which  there  is  an  effort  being  made  to  bring  it  to  the  floor  now, 
in  conjunction  with  the  gas  tax  and  the  minimum  wage  and  all  the 
other  cooperative  ventures  which  are  underway  in  the  Senate. 

Secretary  Reich.  Senator,  the  administration  is  not  opposed  to 
worker  involvement  teams.  Quite  the  opposite. 

Senator  SPECTER.  But  the  administration  is  opposed  to  the 
TEAM  Act  or  the  TEAM  bill? 

Secretary  Reich.  Yes;  and  I  want  to  draw  that  distinction,  be- 
cause unfortunately  some  people  have  confused  the  two.  The  TEAM 
Act,  as  it  is  written,  would  allow  employers  to  do  what  employers 
frequently  did  before  1935.  The  Wagner  Act  was  established  to  pro- 
mote and  protect  peaceful  collective  bargaining.  And  that  is  to  de- 
cide which  of  their  employees  they  were  going  to  bargain  with  over 
wages,  hours  and  the  key  terms  and  conditions  of  employment.  And 
once  they  had  made  that  decision,  essentially  use  those  employees 
as  employee  representatives. 

That  technique  was  widespread  before  1935,  and  it  was  one  of 
the  key  vehicles  that  employers  used  in  this  country  to  prevent 
unionization.  Because,  after  all,  if  you  can  simply  decide  who  you 
are  going  to  bargain  with,  and  then  conduct  a  negotiation  over 
wages  and  hours  and  conditions  of  employment,  then  you  are  re- 
moving the  very  vehicle  through  which  employees  otherwise  would 
have  an  independent  vote. 
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Senator  Specter.  Well,  Mr.  Secretary,  you  are  saying  if  it  is  a 
voluntary  group  set  up  by  the  employees  to  look  after,  say,  no- 
smoking  conditions,  is  there  anything  under  the  current  law  which 
prevents  a  group  of  employees  from  getting  together  and  saying 
that  we  want  to  stop  smoking  on  the  premises,  and  then  that  com- 
mittee negotiating  with  the  employer  to  establish  a  work  rule  of  no 
smoking? 

Secretary  Reich.  Perfectly  permissible. 

Senator  Specter.  So  your  objection,  the  administration's  objec- 
tion goes  to  the  initiation  or  organization  of  the  group  by  the  em- 
ployer? 

Secretary  Reich.  Yes;  and  dealing  with  the  key  issues  of  collec- 
tive bargaining.  That  is,  wages,  hours  and  the  key  terms  and  condi- 
tions of  employment  that  are  subject  to  collective  bargaining.  Right 
now  there  is  no  impediment  to  employee  involvement.  In  fact,  97 
percent  of  all  large  firms,  with  over  5,000  employees,  have  em- 
ployee involvement  teams. 

Senator  Specter.  Ninety-seven  percent  of  employers  have  teams? 

Secretary  Reich.  Ninety-seven  percent  have  teams  right  now 
dealing  with  productivity  and  efficiency,  quality,  dealing  with  is- 
sues such  as  you  raised,  health  and  safety.  If  employees  want  to 
come  together  and  come  up  with  suggestions  for  health  and  safety 
and  those  employees  came  together  and  they  have  some  authority 
to  do  that,  well,  that  is  entirely  permissible.  The  only  thing  that 
section  882  of  the  National  Labor  Relations  Act  prohibits — and  it 
does  it  for  a  very  specific  and  good  reason,  because  of  the  history 
in  this  country  of  sham  unions  and  company-dominated  unions — 
is  efforts  by  employers  to  determine  who  they  are  going  to  nego- 
tiate with  over  the  key  issues  of  collective  bargaining. 

Let  me  just  say  one  other  thing  that  is  also  important  to  this. 
There  were  only  12  cases  last  year  at  the  National  Labor  Relations 
Board  dealing  with  this  subject.  There  were  only  12,  out  of  thou- 
sands of  unfair  labor  practice  charges,  there  were  only  12  cases 
dealing  with  an  employer  who  set  up  a  team  and  may  have  gone 
over  the  limit  and  actually  violated  section  882. 

Now,  the  worst  thing  that  can  happen  to  an  employer  who  does 
this — there  is  no  fine;  there  is  no  penalty — the  worst  thing  that  can 
happen  to  an  employer  if  an  employer  accidentally  or  wittingly  goes 
across  that  line  and  violates  883,  the  employer  is  told  to  stop. 

Senator  Specter.  Mr.  Secretary,  I  would  like  to  move  to  another 
subject  now — with  a  request  that  your  staff  and  mine  take  a  look 
at  the  pending  legislation  and  see  what  might  be  done  by  way  of 
amendment  which  would  cure  the  concerns  which  you  express.  Be- 
cause there  is  a  lot  of  talk  that  all  the  TEAM  Act  does  is  allow  a 
voluntary  group  to  be  organized.  So  I  would  like  to  have  that  anal- 
ysis made  by  our  staffs  jointly,  with  the  help  and  expertise  from 
your  staff,  pointing  out  the  specific  provisions  which  you  find,  that 
the  administration  finds,  objectionable. 

Secretary  REICH.  Sure. 

SINGLE  BARGAINING  UNIT 

Senator  Specter.  Let  me  move  on  now  to  the  subject  of  the  sin- 
gle bargaining  unit.  And  I  know  this  is  a  matter  within  the  Na- 
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tional  Labor  Relations  Board,  but  I  would  like  your  opinion  as  to 
that  subject.  There  is  currently  a  controversy  within  the  labor  field. 

Secretary  REICH.  Senator,  this  is  something  I  very  rarely  do,  and 
that  is  confess  ignorance.  The  National  Labor  Relations  Board,  as 
you  know,  is  an  independent  regulatory  agency.  I  do  not  supervise 
them.  They  do  not  answer  to  the  Labor  Department.  And  I  have 
not  kept  abreast  of  that  particular  controversy. 

Senator  Specter.  Well,  would  you  take  a  look  at  it  and  give  me 
your  judgment  on  it? 

Secretary  REICH.  Certainly. 

Senator  Specter.  This  was  a  major  issue  in  contention  in  our 
conference  last  year.  Would  you  also  take  a  look  at  the  controversy 
on  ergonomics  and  give  me  your  judgment  on  that?  We  are  going 
to  be  revisiting  those  items. 

I  appreciate  the  distinction  that  you  have  just  made.  But  when 
we  have  the  availability  of  you,  Mr.  Secretary,  as  an  expert,  to  give 
us  some  insights  into  these  issues,  I  would  like  to  have  the  benefit 
of  your  thinking. 

ERGONOMICS 

Secretary  REICH.  On  ergonomics,  Senator,  I  am  perfectly  pre- 
pared to  give  you  whatever  benefit  you  may  get  out  of  my  thinking 
right  now. 

Senator  Specter.  Proceed. 

Secretary  Reich.  Many  studies  show  that  there  is  at  least  a  ra- 
tional basis  for  believing  that  repetitive  stress  syndrome  exists.  In 
the  poultry  industry,  among  data  processors,  among  many  occupa- 
tional groups,  musculoskeletal  disorders  develop  because  people  are 
doing  the  same  small  motions  over  and  over  and  over  again. 

Senator  Specter.  Mr.  Secretary,  do  you  think  that  OSHA  ought 
to  be  able  to  issue  guidelines  regarding  ergonomic  protection? 

Secretary  Reich.  Absolutely.  Because  we  can  save  employees 
and,  indirectly,  save  employers  a  great  deal  of  money.  We  can  save 
the  country  a  great  deal  of  money  in  terms  of  health  care  costs.  As 
I  travel  around  the  country.  Senator,  I  see  over  and  over  again  em- 
ployees who  have  been  injured  unnecessarily  because  employers  or 
the  employees  themselves  did  not  take  very  inexpensive  pre- 
cautions against  these  kind  of  repetitive  stress  injuries.  I  see  no 
reason  why  OSHLA  should  not  be  allowed  to  gather  evidence  and 
undertake  a  rulemaking,  which  is,  after  all,  a  process  in  which  the 
evidence  is  sifted  and  decisionmaking  is  undertaken. 

consumer  price  index 

Senator  Specter.  Mr.  Secretary,  shifting  over  to  the  6-year  study 
for  the  Consumer  Price  Index,  why  does  it  take  so  long? 

Secretary  REICH.  The  Bureau  of  Labor  Statistics  does  a  revision 
of  the  Consumer  Price  Index  every  10  years.  Different  pieces  of 
that  revision  are  done  at  different  times.  By  1998,  for  example, 
BLS  will  have  completed  the  revision  of  the  so-called  market  bas- 
ket. That  is,  the  collection  of  goods  that  you  are  examining  to  see 
what  price  changes  have  occurred. 

Recently,  the  BLS  finished  adjusting  for  formula  bias  in  the 
Consumer  Price  Index.  The  revision  is  a  technical  job,  requiring 
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many  surveys,  economists,  and  technicians.  I  am  kept  informed  of 
precisely  what  the  BLS  is  doing  every  step  of  the  way,  and  I  am 
convinced  that,  to  do  it  right,  to  do  it  accurately,  takes  some  time. 
And,  again,  this  is  faster  than  the  BLS  has  ever  done  it.  This  is 
a  6-year  process  to  fully  revise  the  Consumer  Price  Index. 

Now,  it  should  be  done — that  is,  the  entire  revision  should  be  fin- 
ished by  the  year  2000. 

Senator  Specter.  Mr.  Secretarj',  I  do  not  understand  why  it 
should  take  so  long. 

Secretary  Reich.  Well,  I  will  give  you  the  account  that  has  been 
given  me,  Senator. 

Senator  Specter.  Do  you  accept  the  account? 

Secretary  REICH.  Yes;  I  am  convinced  that  it  does  take  time,  be- 
cause, No.  1,  survey  instruments  take  time. 

Senator  SPECTER.  Well,  right  now,  there  is  a  lot  of  talk  about 
modification  of  the  Consumer  Price  Index.  And  it  really  depends 
upon  whether  it  is  fair  or  not,  whether  it  accurately  reflects  what 
people  have  to  pay.  And  there  is  a  controversy  as  to  accuracy.  And 
it  seems  to  me  that  the  Government  ought  to  be  able  to  come  to 
a  conclusion  with  reasonable  dispatch,  being  sure  that  we  are  right. 
But  I  just  have  a  hard  time  understanding  why  it  takes  6  years. 

Secretary  Reich.  Well,  we  are  asking,  as  you  see  in  our  1997 
budget 

Senator  Specter.  Or  are  you  saying  it  takes  10  years? 

Secretary  Reich.  No;  it  is  undertaken  every  10  years.  We  are 
asking  for  additional  resources  in  our  1997  budget,  both  FTE  and 
also  additional  financial  resources  to  complete  the  process  as  quick- 
ly as  we  possibly  can,  according  to  what  the  technicians  believe  is 
feasible. 

Senator  Specter.  And  you  are  convinced  it  takes  6  years? 

Secretary  Reich.  I  am  sorry.  Senator? 

Senator  Specter.  You  are  convinced  that  it  takes  6  years? 

Secretary  Reich.  Yes;  to  complete  the  entire  revision  of  the  CPI 
will  take,  all  told,  6  years.  But  it  will  be  done  by  the  year  2000. 
That  is,  it  started  several  years  ago. 

Senator  Specter.  Would  you  do  this?  Would  you  go  back  and 
take  a  look  at  it  and  see  if  an  adequate  job  might  be  done  in  a  less- 
er period  of  time?  Because  I  am  concerned  that  Congress  may  act 
on  this  subject  in  the  interim,  with  people  being  unsure  as  to  the 
accuracy  of  the  results.  And  I  think  we  owe  it  to  the  American  peo- 
ple, especially  those  who  may  be  adversely  affected  if  there  is  a 
change  in  the  Consumer  Price  Index,  to  know  as  much  as  we  can 
as  early  as  practicable. 

Secretary  Reich.  Yes;  I  will. 

[The  information  follows:] 

Letter  From  the  Secretary  of  Labor,  Hon.  Robert  B.  Reich 

U.S.  Department  of  Labor, 

Office  of  the  Secretary, 
Washington,  DC,  May  31,  1996. 
Hon.  Arlen  Specter, 
U.S.  Senate, 
Washington,  DC. 

Dear  Senator  Specter.  At  the  recent  Appropriations  Hearing  you  asked  me  to 
look  into  the  Bureau  of  Labor  Statistics  (BLS)  program  to  revise  the  Consumer  Price 


45 

Index  (CPI).  Specifically,  you  asked  me  to  look  into  why  the  overall  project  requires 
six  years  to  complete,  and  you  expressed  concern  that  Congress  might  act  on  the 
subject  of  the  CPI  prior  to  the  overall  completion  of  the  CPI  revision  project. 

While  I  would  hope  that  the  Congress  will  continue  to  support  the  Bureau's  over- 
all plans  to  revise  the  CPI,  the  component  of  the  CPI  Revision  of  most  immediate 
concern  to  the  Congress  appears  to  be  the  updating  of  the  CPI  market  basket  of 
goods  and  services.  This  component  of  the  Revision  will  be  completed  approximately 
18  months  from  now.  BLS  has  had  extensive  discussions  about  this  particular  com- 
pletion date  with  Members  and  Committee  staff  in  both  the  House  and  the  Senate, 
and  BLS  success  in  meeting  this  date  is  assumed  in  the  Budget  Resolution  passed 
by  the  Congress  last  year.  Despite  some  serious  setbacks  stemming  from  this  year's 
various  funding  problems,  BLS  still  believes  that  it  can  meet  this  schedule.  This  as- 
sumes, of  course,  that  the  BLS  fiscal  year  1997  budget  request  is  approved  on  a 
timely  basis,  since  it  is  during  fiscal  year  1997  that  BLS  will  be  putting  the  new 
market  basket  in  place  in  an  updated  sample  of  geographic  areas  spread  throughout 
the  country,  continuing  meanwhile  to  produce  the  existing  CPI  on  a  monthly  basis. 

The  CPI  Revision  activities  which  take  place  during  the  final  three  years  of  the 
project,  scheduled  to  end  in  fiscal  year  2000,  are  vital  to  the  long  run  accuracy  of 
the  CPI.  We  do  not  expect  that  these  activities  will  impact  the  growth  rate  of  the 
CPI  in  the  way  that  some  have  estimated  the  updating  of  the  market  basket  will. 
Nevertheless,  given  the  importance  of  the  CPI,  I  am  sure  that  you  recognize  the 
need  for  the  latter  stages  of  the  project  to  be  completed. 

I  have  asked  BLS  to  provide  a  brief  overview  of  the  CPI  Revision  and  a  copy  of 
that  description  is  enclosed.  If  you  would  like  additional  information  on  any  aspect 
of  the  program,  please  let  us  know. 
Sincerely, 

Robert  B.  Reich, 
Secretary  of  Labor. 

Enclosure. 


Revision  of  the  Consumer  Price  Index — Bureau  of  Labor  Statistics,  May  1996 

The  process  of  revising  the  Consumer  Price  Index  (CPI)  entails  two  critical  and 
time-consuming  activities.  The  first  is  the  reselection  of  the  sample  of  geographic 
areas — the  new  area  design — used  to  represent  the  inflation  experience  of  the  coun- 
try as  a  whole.  This  activity  helps  to  ensure  that  the  cities  as  well  as  the  specific 
stores  and  service  establishments  in  which  consumers  spend  ana  in  which  the  Bu- 
reau of  Labor  Statistics  (BLS)  collects  data  are  truly  representative  of  the  average 
consumer's  experience.  The  notable  shifts  in  the  U.S.  population  revealed  by  decen- 
nial censuses  over  the  past  several  decades  make  this  particular  updating  activity 
especially  important. 

The  second  critical  activity  is  the  updating  of  the  sample  of  goods  and  services 
that  are  priced  and  the  updating  of  each  item's  relative  importance  in  consumer 
spending  to  account  for  changes  in  these  factors  that  have  occurred  since  the  pre- 
vious revision  of  the  index.  This  updating  of  the  CPI's  "market  basket"  ensures  that 
the  CPI  accurately  reflects  current  consumer  spending  patterns. 

The  selection  of  the  new  area  design  is  a  particularly  lengthy  and  complex  process 
which  requires  data  from  two  surveys,  the  Decennial  Census  and  the  Point-of-Pur- 
chase  Survey  (POPS).  This  process  cannot  begin  until  approximately  2  years  after 
the  Decennial  Census  because  population  data  are  needed  to  select  the  new  geo- 
graphic areas  to  be  included  in  the  CPI.  Because  the  CPI  is  so  important  and  be- 
cause the  need  to  maintain  its  currency  is  so  widely  accepted,  work  on  the  first 
steps  in  the  revision  process  began  in  1992  with  the  expectation  that  funds  to  com- 
plete the  later,  more  resource  intensive  steps  would  be  forthcoming.  The  major  steps 
for  completing  the  area  design  with  their  approximate  durations  and  completion 
dates  follow: 
^^elect  the  geographic  areas,  representative  of  the  U.S.  urban  population,  that 

will  be  included  in  the  CPI.  (12  months;  completed  in  April  1993) 
— Select  household  samples  for  those  geographic  areas  to  be  used  in  the  surveys 
supporting  the  CPI,  the  POPS,  and  the  Consumer  Expenditure  Survey.  This  is 
a  complex  computer  process  done  by  the  Bureau  of  the  Census  which  simulta- 
neously selects  household  samples  for  several  other  large,  national  surveys.  (18 
months;  completed  in  October  1994) 
— Conduct  a  Point-of-Purchase  Survey  in  those  geographic  areas  which  will  be  in- 
corporated for  the  first  time  into  the  revised  CPI.  This  survey  is  conducted  by 
personal  interview  by  the  Bureau  of  the  Census  for  BLS.  If  Census  does  not 
have  data  collectors  in  some  of  the  new  areas,  they  must  be  hired  and  trained. 
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After  the  survey  has  been  completed,  the  processed  data  are  transmitted  to 
BLS.  (12  months;  completed  in  October  1995) 
— Process  the  POPS  data  to  select  a  new  sample  of  stores  and  service  establish- 
ments in  which  CPI  prices  will  be  collected.  In  total  this  process  involves  select- 
ing more  than  25,000  stores  and  establishments  in  which  70,000  items  will  be 
priced.  The  items  are  selected  from  a  framework  composed  of  350  categories  of 
goods  and  services.  (9  months;  to  be  completed  by  July  1996) 
When  this  process  is  completed,  the  framework  for  the  new  area  design  will  be 
in  place.  At  that  point,  the  second  critical  activity  can  begin,  the  processes  to  update 
the  CPI's  "market  basket."  The  first  part  of  that  effort  is  the  updating  of  the  sample 
of  goods  and  services.  This  involves  two  primary  steps: 
— Contact  the  stores  and  establishments  in  the  first  set  of  geographic  areas  to  be 
incorporated  into  the  revise  CPI  to  obtain  their  cooperation  in  providing  prices. 
If  cooperation  is  obtained,  begin  collecting  prices.  This  initial  effort  is  a  survey 
conducted  by  personal  interview  by  trained  BLS  field  economists.  Again,  for 
new  areas,  local  data  collectors  must  be  hired  and  trained  before  data  collection 
begins.  Further,  their  initial  efforts  must  be  closely  monitored.  The  survey  in 
this  initial  group  of  21  cities  includes  6,000  stores  and  establishments  and 
16,000  prices.  (14  months;  to  be  completed  by  September  1997) 
— Incorporate  the  new  areas,  stores  and  establishments,  and  prices  into  the  index. 
This  activity  requires  assuring  that  the  samples  are  complete.  When  complete, 
old  geographic  areas  are  dropped  and  new  areas  are  incorporated.  (4  months; 
to  be  completed  by  January  1998) 
Simultaneously  with  the  two  preceding  steps,  new  measures  of  the  relative  impor- 
tance of  different  goods  and   services   will  be  calculated.   For  this  revision,   the 
"weights"  given  to  different  items  vnW  be  calculated  from  Consumer  Expenditure 
Siu^rey  data  for  the  years  1993  through  1995,  a  period  as  close  as  possible  to  the 
publication  of  the  new  index.  Three  years  of  data  are  needed  to  have  sample  sizes 
sufficiently  large  to  ensiu*e  statistical  reliability. 

These  two  major  projects,  introducing  the  new  area  design  and  updating  the  CPI 
"market  basket,"  define  the  critical  path  of  this  CPI  revision.  The  revision  as  cur- 
rently proposed  is  following  this  path,  which,  unfortunately,  is  not  susceptible  to 
any  significant  time  compression.  A  revised  index  will  be  published  beginning  in 
February  1998  with  data  for  January. 

CPI  revisions  also  include  updating  the  set  of  housing  units  for  which  price 
change  information  is  collected  and  incorporating  any  technical  improvements  that 
will  benefit  the  accuracy  or  quality  of  the  index.  Normally,  an  updated  measure  of 
price  change  for  housing  would  be  included  in  the  revised  index  when  first  pub- 
lished, and  this  is  how  the  revision  was  originally  planned  when  the  BLS  expected 
to  begin  the  CPI  revision  in  1994.  However,  the  1994  budget  decisions  did  not  in- 
clude a  CPI  revision,  and  the  project  was  replanned  to  begin  in  1995.  In  this  plan, 
the  updated  index  for  housing,  which  is  based  on  a  new  survey  conducted  in  the 
CPI's  85  geographic  areas,  will  be  incorporated  into  the  CPI  for  January  1999,  one 
year  after  the  revised  CPI.  This  change  makes  it  possible  to  publish  a  revised  CPI 
at  the  earliest  opportunity. 

Two  sets  of  improvements  are  scheduled  for  introduction  in  this  revision,  com- 
puter assisted  data  collection  (CADC)  and  conversion  of  the  Point-of-Purchase  Svu-- 
vey  from  a  personal  to  a  telephone  interview.  The  introduction  of  CADC  will  im- 
prove the  quality  of  CPI  data  and  expedite  its  transmission  and  processing.  The 
change  to  POPS  will  provide  for  a  better  balanced  work  load  for  data  collectors  and 
a  more  efficient  process  for  introducing  new  samples  of  stores  and  establishments. 
Neither  of  these  efforts  will  impact  the  critical  path  for  introducing  a  revised  index. 

ADDITIONAL  COMMITTEE  QUESTIONS 

Senator  Specter.  Mr.  Secretary,  thank  you  very  much  for  com- 
ing in.  I  appreciate  it  very  much. 

Secretary  REICH.  Thank  you,  Mr.  Chairman. 

Senator  Specter.  There  will  be  some  additional  questions  which 
will  be  submitted  for  your  response  in  the  record. 

[The  following  questions  were  not  asked  at  the  hearing,  but  were 
submitted  to  the  Department  for  response  subsequent  to  the  hear- 
ing:! 
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ADDITIONAL  COMMITTEE  QUESTIONS 

COORDINATED  PROGRAMS  FOR  AT-RISK  YOUTH 

QueBtion.   In  neighborhoods  of  concentrated  poverty,  youth  face 
multiple  and  interrelated  problems  that  develop  over  time  and  do  not 
fit  neatly  within  the  jurisdiction  of  one  agency  or  another.   Yet 
the  Federal  government  often  takes  a  piecemeal  approach  to  the 
problems  faced  by  youth,  often  targeting  one  problem  behavior,  such 
as  drug  abuse  or  teenage  pregnancy.   Recently,  the  GAO  identified 
131  Federal  programs,  administered  by  16  different  departments  and 
agencies,  that  may  be  used  to  benefit  at-risk  or  delinquent  youth. 

To  what  extent  is  the  Department  of  Labor  currently  involved  in 
administering  programs  that  serve  at-risk  youth  that  are  coordinated 
with  the  Departments  of  Education,  Health  and  Human  Services,  and/or 
Justice?   Please  identify  each  program  that  is  coordinated  with  one 
or  more  of  these  agencies  and  specify  whether  they  are  administered 
under  a  memorandum  of  understanding;  also  include  copies  of  all 
relevant  MOUs. 

Answer.   The  Departments  of  Education  and  Labor  jointly 
administer  the  School-to-Work  Opportunities  Act  of  1994  to  help 
States  and  local  communities  devise  strategies  linking  school  and 
the  private  sector  to  help  young  people  make  the  transition  from 
school  to  good  careers  or  further  education.   School-to-Work 
opportunities  are  for  all  students,  including  those  at  risk  of 
dropping  out  as  well  as  those  who  have  dropped  out  of  school.   To 
ensure  necessary  cooperation  and  coordination  between  the  two 
Departments,  a  new  STW  office  was  established  —  composed  both  of 
DOL  and  DoEd  staff  —  to  oversee  and  administer  the  program.   The 
MOUs  will  be  provided  to  the  Committee  under  separate  cover. 

The  Labor  Department  currently  works  with  Justice  on  the 
Violence  Prevention  Committee  and  has  assigned  staff  to  work  with 
Justice  Department  on  other  planning  committees  that  focus  on  at- 
risk  youth.   There  is  also  a  current  interagency  agreement  between 
Labor,  HUD,  HHS  and  Justice  to  coordinate  diverse  Federal  agency 
services  to  benefit  at-risk  youth  through  Project  Step-Up.   Finally, 
in  developing  Labor's  new  Opportunity  Areas  for  out-of-school  youth 
initiative.   Labor  received  review  comments  from  Education  and  HUD 
that  improved  the  focus  of  the  grant  announcement.   We  expect  that 
these  and  other  agencies  will  be  actively  engaged  in  implementation 
after  the  initial  grants  are  awarded  in  June,  1996. 

The  Youth  Fair  Chance  program  funded  through  the  Labor 
Department  is  predicated  upon  linking  State  and  local  resources  to 
benefit  at-risk  youth  living  in  specific  high  crime,  high  poverty 
geographic  communities.   Coordination  with  Departments  of  Education, 
Health  and  Human  Services,  Justice,  the  Corporation  for  National  and 
Community  Service,  and  other  Federal  agencies  was  required  by 
legislation  and  has  been  achieved  in  the  planning  and  implementation 
of  the  program.   Key  staff  from  each  of  these  agencies  participated 
in  the  development  of  the  grant  announcement  which  resulted  in 
improved  coordination  of  diverse  Federally  funded  activities  at 
local  Youth  Fair  Chance  sites. 

Projects  such  as  Parents  Fair'  Share  also  require  collaboration 
and  cooperation  by  the  Departments  of  Labor  and  Health  and  Human 
Services.   Labor  provides  funds  to  support  Parents  Fair  Share 
through  an  interagency  agreement.   There  is  joint  oversight  by  ETA 
and  HHS's  Administration  for  Children  and  Families. 


FUNDING  FOR  JTPA  YOUTH  PROGRAMS 

Question.   The  effectiveness  of  JTPA  youth  programs  is  often 
judged  narrowly  based  on  earnings  gains.   Yet  some  local 
organizations  that  receive  JTPA  funding  combine  these  funds  with 
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funding  from  other  sources  to  provide  broader  youth  development 
services. 

To  what  extent  do  local  organizations  combine  JTPA  funding  with 
other  sources  to  provide  services  to  youth  vs.  rely  exclusively  on 
JTPA  funding  to  provide  services? 

Answer.   While  the  Department  has  no  reported  data  on  jointly 
funded  programs,  individual  local  service  deliverers  have  been  able 
to  address  the  multiple  problems  faced  by  out-of-school  youth  by 
combining  resources  which  are  not  available  under  the  JTPA. 
Community  based  organizations  have  successfully  interfaced  with 
other  local  entities  to  address  problems  such  as  school  dropouts, 
low  educational  achievement  levels,  ex-offender,  parenting  youth, 
homeless,  welfare  recipient,  and  those  not  in  the  labor  force.   Data 
for  the  periods  1990  vs  1994  shows  an  increase  in  participants  with 
these  characteristics.   Nevertheless,  the  youth  entered  employment 
rate  has  dropped  by  two  percent.   During  the  same  time  frame,  there 
was  a  ten  percent  increase  in  the  employability  enhancement  rate. 
Looking  at  the  change  in  the  population  being  served  alone,  one 
would  expect  the  entered  employment  and  employability  enhancement 
rates  to  show  significant  decreases. 

By  dealing  with  the  numerous  barriers  confronting  this  age 
group,  the  local  service  deliverers  have  been  able  to  weave  linkages 
which  have  allowed  them  to  better  serve  this  at  risk  population. 
This  can  take  various  forms  and  the  range  is  great.   One  State  has 
appropriated  funding  to  assist  the  employment  and  training  and 
educational  systems  to  keep  potential  dropouts  in  school.   In-kind 
contributions  from  schools,  community  organizations,  and  churches 
range  from  free  space  to  work  with  youth,  to  glasses  from  the  Lion's 
Club  for  youth  who  cannot  see  well  enough  to  read.   Each  community 
has  its  resource  guide  to  assist  this  at  risk  group.   The  type  of 
service  needed  also  varies  with  the  individual.   The  key  is  knowing 
the  community  so  the  service  deliverers  can  tap  into  critical 
resources  locally  which  may  spell  the  difference  between  success  or 
failure. 

Question.   To  what  extent  do  JTPA  funds  support  local 
organizations  that  provide  multiple  youth  services,  beyond 
employment-related  services,  vs.  the  extent  to  which  JTPA  funds 
support  local  organizations  that  provide  exclusively  employment- 
related  services? 

Answer.   We  believe  that  most  JTPA-funded  organizations  will 
either  directly  provide  or  arrange  for  a  full  range  of  services  to 
youth. 

National  community  based  organizations  such  as  the  National 
Urban  League,  SER  -  Jobs  for  Progress,  National  Council  of  LaRaza, 
Opportunities  Industrialization  Centers  of  America,  and  the  National 
Puerto  Rican  Forum  are  good  examples  of  groups  which  are  supported 
locally  to  provide  multiple  youth  services  through  their  affiliates. 
The  National  Urban  League  has  energized  its  affiliates  to  establish 
service  to  youth  as  one  of  its  major  goals.   In  the  same  manner, 
local  relationships  have  grown  over  the  years  to  invest  in  local 
service  deliverers  who  have  a  broader  perspective  on  serving  youth 
that  goes  beyond  employment  related  services  to  serve  the  entire 
individual  or  specific  areas  that  connect  to  employment  related 
services.   It  is  at  the  local  level  where  leveraging  occurs. 

In  a  different  vein,  many  service  delivery  areas  work  with 
local  government  entities.   Program  relationships  with  local  school 
systems  have  been  a  two-way  street  that  goes  beyond  employment- 
related  services,  but  ultimately  leads  back  to  the  job  market  as  a 
long-range  outcome. 

Question.   What  proportion  of  local  recipients  of  JTPA  youth 
funds  are  non-profit  corporations  vs.  government  agencies? 
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Answer.   Data  is  not  available  on  non-profit  vs  government 
agencies  under  JTPA  funding.   Nevertheless,  a  limited  in-house 
estimate  was  developed  recently  which  suggested  that  non-profit 
organizations  represented  14  percent  of  service  deliverers  vs  13 
percent  for  other  government  organizations  (note:  the  remainder  was 
distributed  as  follows:   7  percent  for  proprietary  schools,  8 
percent  for  employers,  29  percent  for  community  colleges,  .5  percent 
for  labor  and  the  remainder  was  placed  in  an  "other"  category  under 
Title  II-A).   In  all  likelihood,  this  percentage  has  some  degree  of 
general  applicability  to  Title  II-C.   The  important  point  is  a 
significant  proportion  of  funding  is  directed  to  local  non-profit 
organizations  located  in  the  community. 

OPPORTUNITY  AREAS  FOR  OUT-OF-SCHOOL  YOUTH 

Question.   A  stated  feature  of  the  new  Opportunity  Areas  for 
Out-of-School  Youth  initiative  is  "the  concentration  of  large 
amounts  of  funding  in  relatively  small  geographic  areas  to  expand 
employment  opportunities  --  thus  providing  a  reasonable  chance  of 
producing  positive  peer  pressure  and  turning  around  the  areas." 
This  program  feature  implies  the  goal  of  using  money  to  change  the 
labor  market  structure  to  bring  about  subculture  change  among  inner- 
city  youth,  that  is,  modifying  a  structural  context  to  change  a 
cultural  context. 

How  do  you  believe  accomplishing  this  should  work  in  practice? 
What  efforts  will  be  made  to  directly  change  the  cultural  context  of 
inner-city  youth  so  that  they  will  define  this  new  program  as 
something  meaningful  to  their  lives? 

Answer.   Sociologist  William  Julius  Wilson  has  suggested  that 
the  pervasive  joblessness  of  males  in  inner  cities  is  the  underlying 
cause  of  many  of  the  ills  that  affect  these  communities  —  poverty, 
crime,  welfare  dependency,  drug  abuse,  and  low  educational 
aspirations.   The  lack  of  jobs  has  created  a  vicious  circle  in  which 
it  has  become  socially  acceptable  in  some  communities  for  males  not 
to  work.   Peer  pressure  has  begun  to  work  in  a  negative  direction  in 
such  communities,  discouraging  education,  work,  and  marriage. 

By  saturating  selected  neighborhoods  with  job  opportunities,  we 
believe  that  gradually  over  several  years  more  and  more  youth  will 
take  advantage  of  the  chance  to  work  to  the  point  that  it  becomes  an 
expectation  again  that  all  young  men  work,  and  peer  pressure  begins 
to  operate  in  a  positive  direction.   We  will  use  a  variety  of 
interventions  in  each  community,  including  CET  training,  YouthBuild,. 
on-the-job  training,  job  developers  and  adult  mentors,  alternative 
schools,  and  youth  conservation  corps,  to  boost  employment  rates  in 
the  target  areas. 

The  results  from  the  Youth  Fair  Chance  pilot  sites  showing 
decreased  dropout  rates  and  teen  parenthood  rates  indicate  that 
saturation  programs  can  be  effective  in  high-poverty  neighborhoods. 

WORKFORCE  DEVELOPMENT  BOARDS  AND  THE  OPPORTUNITY  AREAS  INITIATIVE 

Question.   Workforce  Development  Boards  (Private  Industry 
Councils)  are  intended  to  be  the  governing  bodies  for  Opportunity 
Areas  for  Out-of-School  Youth  grants.   Concerns  have  been  raised, 
however,  about  the  ability  of  PICs  to  work  adequately  with 
communities  with  severe  poverty  due  to  lack  of  familiarity  with  the 
specific  needs  of  youth  in  the  areas  and  in  how  to  access  community 
resources.   Intermediary  agencies,  such  as  alternative  schools  may 
be  better  suited  to  tailor  programs  to  meet  the  needs  of  local  youth 
and  leverage  existing  community  resources. 

How  will  PICs  be  prepared  for  their  roles  under  the  new 
initiative  and  what  are  the  Department's  plans  for  the  use  of 
intermediary  agencies 
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Answer.   To  reach  the  80  percent  employment  rate  for  out-of- 
school  youth  that  is  the  goal  of  this  initiative  will  require  in 
each  target  community  a  range  of  employment  and  training  programs, 
such  as  CET,  YouthBuild,  youth  conservation  corps,  alternative 
schools,  job  developers,  and  OJT.   The  Department  sees  intermediary 
agencies  such  as  the  public  school  system  and  community-based 
organizations  as  operating  most  of  the  programs  at  each  site.   Thus, 
most  of  the  funds  for  the  initiative  will  go  to  intermediary 
agencies. 

However,  to  succeed,  the  initiative  is  going  to  need  job 
commitments  from  major  corporations  located  within  the  city  though 
not  necessarily  in  the  target  neighborhood.   The  initiative  will 
also  need  the  support  of  the  mayor  and  city-wide  resources  that 
never  could  be  raised  within  a  poor  target  neighborhood  itself.   The 
initiative  also  will  need  a  focal  agency  in  each  locality,  so  that 
it  is  not  simply  a  collection  of  programs.   Workforce  Development 
Boards  appear  to  be  the  most  appropriate  agency  for  bringing 
together  private  sector  job  commitments  and  the  support  of  the 
mayor,  for  having  fiduciary  responsibility  for  the  grant  funds  that 
will  be  coming  into  each  city  or  rural  area,  and  for  being  the  focal 
point  of  the  initiative.   The  Department  is  preparing  legislation  to 
be  sent  to  Congress  which  will  provide  the  administrative  structure 
for  this  initiative. 


ONE-STOP  CAREER  CENTERS 

Question.   How  have  One-Stop  Career  centers  changed  the  way 
individuals  receive  assistance  in  finding  jobs  and  getting  the 
training  they  need?   Are  there  truly  one-stop  centers  where  people 
can  get  the  assistance  they  need  without  going  to  multiple  agencies? 
What  needs  to  be  done  to  complete  the  establishment  of  one-stop 
centers  across  the  country? 

Answer.   Eighteen  months  ago,  ETA  began  making  competitive 
grants  as  one-time  investments  in  leading-edge  States  to  fund  the 
implementation  of  statewide  One-Stop  Career  Center  systems.   Sixteen 
States  have  received  these  grants,  and  are  eligible  for  3  annual 
installments.   These  grants  mostly  fund  the  building  of  the 
infrastructure  for  the  One-Stop  system  --  e.g.,  creating  the 
physical  One-Stop  Center;  cross-training  co-located  staff  on 
integrated  services;  and  merging  assessment  tools,  intake 
application,  job  banks,  job  search  assistance  classes,  management 
information  systems  —  which  requires  a  healthy  start-up  time.   Even 
in  this  early  period,  individuals  are  experiencing  a  changed  One- 
Stop  system: 

o     One-Stops  provide  an  information-rich  environment  for  our 

customers,  with  electronic  self-service  and  electronic  labor 
exchange.   Individuals  can  get  information  on  careers  and  jobs 
conveniently  through  computers  any  day  any  time;  many  can  now 
file  an  unemployment  claim  over  the  phone.   Automated 
information  will  be  widely  available  in  kiosks,  community 
colleges  and  libraries. 

o     One-Stop  Centers  contain  DOL-funded  programs  and  some  other 
programs  like  education,  welfare-to-work,  vocational 
rehabilitation,  and  community-based  services.   The  Centers  are 
borrowing  the  "customer  focus"  known  in  the  private  sector  to 
offer  high-quality  services. 

o     There  are  now  approximately  60  One-Stop  Centers  opened  across 
the  country  where  customers  receive  assistance  without  going 
to  multiple  agencies;  the  number  of  Centers  will  be  increasing 
in  the  months  ahead  as  States  progress  with  their 
implementation  activities.   Customer  surveys  and  customer 
feedback  are  important  staples  in  the  State  strategy  for 
continuous  improvement.   A  recent  survey  in  Wisconsin,  for 
example,  disclosed  that  job  seekers  are  already  reporting  high 
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levels  of  satisfaction  with  the  reduction  in  bureaucracy,  the 
elimination  of  multiple  "portals"  for  entry,  and  the  service 
received.   Based  on  March  1996  results,  seventy-six  percent  of 
job  seekers  in  the  State  agree  (or  strongly  agree)  with  the 
statement:  "Overall,  the  Center  is  helpful  to  me  as  I  look  for 
a  job." 

At  current  investment  levels,  continued  Congressional  financial 
support  is  anticipated  through  2001  to  allow  our  current 
Implementation  grantees  to  complete  their  system-building  activities 
and  permit  the  Department  to  award  new  three-year  grants.   We 
project  the  award  of  7  to  12  new  Implementation  grants  in  Fall  1996, 
and  a  total  of  14  to  23  new  grants  in  1997  (based  on  the 
Administration's  request  level  of  150  million). 

ONE-STOP  CAREER  CENTERS  AND  CONSOLIDATION  LEGISLATION 

Question.   What  is  the  rationale  for  your  request  for  $150 
million  for  establishing  one-stop  career  centers?   How  would  the 
current  centers  be  incorporated  with  centers  that  would  be 
established  under  legislation  being  considered  by  Congress  to 
consolidate  job  training  programs? 

Answer.   The  $150  million  request  in  1997  resources  is 
consistent  with  our  initial  roll-out  strategy  and  will  enable  us  to 
fund  an  additional  14  to  23  States.   This  amount  will  enable  us  to 
provide  funding  to  nearly  85  percent  of  the  States  —  15  grants  were 
awarded  in  1994-1995,  another  7-12  grants  are  expected  to  be  awarded 
in  the  Fall  1996  from  our  final  1996  availability  ($110  million). 
The  $150  million  level  also  maintains  our  investments  in  the 
products,  services,  and  applications  developed  under  America's  Labor 
Market  Information  System  (ALMIS). 

Our  request  rationale  seeks  to  provide  as  many  States  as 
possible  with  the  grant  resources  to  begin  (or  continue)  these  vital 
implementation  activities.   Without  this  grant,  the  complex  but 
essential  infrastructure  investments  would  not  be  feasible,  and  real 
system  change  would  not  be  achieved. 

It  is  fully  expected  that  the  Centers  coming  "on-line"  through 
these  Departmental  grants  would  be  recognized  as  One-Stop  Career 
Centers  in  the  final  interpretation  of  the  principles  contained  in 
the  Congressional  consolidation  of  job  training.   The  State 
activities  (cross-training,  infrastructure  development,  acquisition 
of  technologies  to  augment  self-service  capability)  now  supported 
under  the  One-Stop  grant  will  certainly  position  the  Governors  and 
chief  elected  officials  to  effectively  execute  their  workforce 
development  roles  and  responsibilities  under  new  legislation.   These 
resources  do  not  provide  services,  however,  so  further  cuts  in 
program  service  funds  will  affect  the  range  and  quality  of  services 
available  through  the  One-Stop  system. 

JOB  CORPS  POOR  PERFORMING  CENTERS  AND  ZERO  TOLERANCE  POLICY 

Question.   What  actions  has  the  Department  taken  regarding  poor 
performing  Job  Corps  Centers?   Has  the  Department  not  renewed  any 
contracts  for  operating  centers  based  on  poor  performance? 

Answer.   In  January  1995  Federal  Job  Corps  staff  conferred  with 
DoL  OIG  staff  to  identify  chronically  poor  performing  centers  and  to 
develop  strategies  for  correcting  the  deficiencies  at  those  centers. 
OIG  and  Job  Corps  agreed  that  the  20  centers  most  in  need  of 
improvement  were  those  listed  below. 
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CURRENT 

PERFORMANCE 

CENTER 

STATE 

RANKING  1/ 

BRUNSWICK 

GA 

100 

CASSADAGA 

NY 

95 

CLEVELAND 

OH 

94 

DAYTON 

OH 

30 

DELAWARE  VALLEY 

NY 

38 

DETROIT 

MI 

102 

FRENCHBURG-CCC 

KY 

49 

GAINESVILLE 

FL 

97 

GATEWAY -CCC 

NY 

99 

GRAND  RAPIDS 

MI 

35 

GREAT  ONYX-CCC 

KY 

105 

GULFPORT 

MS 

59 

GUTHRIE 

OK 

100 

HARPERS  FERRY-CCC 

WV 

92 

IROQUOIS-CCC 

NY 

107 

JOLIET 

IL 

103 

MISSISSIPPI 

MS 

83 

NORTH  TEXAS 

TX 

108 

OCONALUFTEE-CCC 

NC 

80 

TUSKEGEE 

AL 

CLOSED 

1/     108  Centers  were  ranked  based  on  9  months  of  performance  (July 
1995  -  March  1996) . 

The  performance  at  some  of  these  centers  has  improved 
dramatically  over  the  past  year.   In  other  cases  improvements  have 
been  incremental,  with  further  progress  being  needed.   In  yet  other 
cases  there  has  not  yet  been  advancement  in  the  statistical  measures 
by  which  we  assess  effectiveness  of  services  to  students. 

The  steps  that  have  been  taken  or  which  are  underway  to  improve 
the  operation  of  these  20  Job  Corps  centers  are  detailed  below.   At 
contract  centers  it  will  be  seen  that  new  contractors  are  usually 
installed  when  performance  does  not  improve. 


BRUNSWICK: 


Center  management  staff  attended  Data  Based  Decision  Making 
Training  sponsored  by  the  Office  Of  Job  Corps  and  specifically 
targeted  toward  low  performing  centers.   This  training  is 
designed  to  heighten  awareness  and  practical  day  to  day  use  of 
the  statistical  feedback  and  management  data  that  can  be 
obtained  from  the  performance  reports  which  the  Department 
routinely  makes  available  to  Job  Corps  center  managers. 

A  3-member  team  of  experts,  referred  to  as  a  High  Performance 
Challenge  Team  (HPCT)  spent  six  months  on-site  providing 
technical  assistance  to  the  center  (May  1995  through  October 
1995).   Program  improvement  actions  resulting  from  the  HPCT's 
work  are  being  implemented  and  will  be  assessed  this  year. 


CASSADAGA: 


A  competition  for  operation  of  this  center  was  conducted,  and 
a  new  contractor  was  installed  effective  July  1,  1995. 


The  contract  with  the  previous  operator  was  terminated  early 
and  a  new  contractor  was  installed  effective  April  1,  1995. 


Under  the  current  contractor,  who  took  over  operation  of  the 
center  in  1993,  center  performance  has  improved  significantly. 
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Nine  months  into  the  current  program  year,  the  center  ranked 
30th  out  of  108. 


DELAWARE  VALLEY: 


Under  the  current  contractor,  who  took  over  operation  of  the 
center  in  1993,  center  performance  has  improved  significantly. 
Nine  months  into  the  current  program  year,  the  center  ranked 
38th  out  of  108. 


o     The  contract  option  renewal  year  was  denied  and  a  new  contract 
was  awarded  to  a  different  contractor  in  February  of  1996. 

o     The  center  is  also  being  relocated  to  a  new,  better  designed 

facility.   This  relocation  should  have  a  substantial,  positive 
impact  on  center  performance.   Pending  relocation,  enrollment 
levels  have  been  reduced  at  the  current  site. 

FRENCHBURG-CCC:   (US  Dept  of  Agriculture,  Forest  Service) 

o     The  Center  performance  has  improved  significantly.  Nine  months 
into  the  current  program  year,  the  center  ranked  49th  out  of 
108. 

GAINESVILLE: 

o     A  competitive  procurement  action  for  the  center  operations 
contract  is  underway,  and  the  new  contract  will  be  issued 
effective  August  1,  1996. 

GATEWAY-CCC:   (US  Dept  of  Interior,  National  Park  Service) 

o     National  Park  Service  (NPS)  put  a  new  center  director  in 
place,  and  DOL  is  working  with  NPS  to  develop  alternative 
strategies  to  address  performance  problems.   Contracting  out 
of  some  specific  functions  has  been  initiated  by  NPS,  and  NPS 
has  contracted  for  outside  experts  to  provide  assistance.   In 
addition,  center  management  staff  attended  Data  Based  Decision 
Making  Training. 

GRAND  RAPIDS: 

o     A  new  contractor  was  installed  in  the  Spring  of  1994.   Since 
then,  performance  has  improved  significantly.   Nine  months 
into  the  current  program  year,  the  center  ranked  35th  out  of 
108.   In  addition,  center  management  staff  attended  Data  Based 
Decision  Making  Training. 

GREAT  ONYX-CCC:   (US  Dept  of  Interior,  National  Park  Service) 

o     The  National  Park  Service  obtained  a  3-member  High  Performance 
Challenge  Team  (HPCT)  which  spent  six  months  on-site  providing 
technical  assistance  to  the  center  (May  1995  through  October 
1995).   Program  improvement  actions  resulting  from  the  HPCT's 
work  are  being  implemented  and  will  be  assessed  this  year. 

GULFPORT: 

o     This  center's  performance  has  improved  significantly.   Nine 
months  into  the  current  program  year,  the  center  ranked  59th 
out  of  108. 

GUTHRIE: 

o     A  new  contractor  was  installed  effective  July  1,  1995. 
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o     student  enrollment  is  being  kept  below  normal  levels  in  order 
to  give  the  new  operator  a  better  opportunity  to  provide  staff 
training  and  implement  other  corrective  actions. 

HARPERS  FERRY-CCC;   (US  Dept  of  Interior,  National  Park  Service) 

o     In  March  1996,  the  National  Park  Service  (NPS)  agreed  to  a 
change  of  center  director  at  the  Harpers  Ferry  Job  Corps 
Center.   Contracting  out  of  some  specific  functions  has  been 
initiated  and  outside  experts  have  been  retained  to  provide 
assistance.   DOL  is  working  with  NPS  to  develop  alternative 
strategies  to  address  performance  problems. 

IROQUOIS-CCC  :   (US  Dept  of  Interior,  Fish  and  Wildlife  Service) 

o     Currently,  a  3-member  High  Performance  Challenge  Team  is  on- 
site  providing  intensive  technical  assistance.   In  addition, 
center  management  staff  attended  Data  Based  Decision  Making 
Training. 


o     A  competitive  procurement  was  conducted,  and  a  new  contractor 
was  installed  effective  July  1,  1995. 

o     Student  enrollment  is  being  kept  below  normal  levels  pending 
needed  enhancements  to  the  residential  living  areas. 

o     A  3-member  High  Performance  Challenge  Team  is  on-site 
providing  intensive  technical  assistance. 

MISSISSIPPI: 

o     A  competitive  procurement  for  center  operations  is  underway, 
and  a  new  contract  will  be  issued  effective  June  1,  1996.   In 
addition,  center  management  staff  attended  Data  Based  DecJBion 
Making  Training. 

NORTH  TEXAS: 

o     The  contract  with  the  previous  operator  was  terminated  and  a 
new  contractor  was  installed  effective  April  1,  1995. 

OCONALUFTEE-CCC:   (US  Dept  of  Interior,  National  Park  Service) 

o     The  National  Park  Service  (NPS)  put  a  new  center  director  in 
place,  and  DOL  is  working  with  NPS  to  develop  alternatives  to 
address  performance  problems.   In  addition,  center  management 
staff  attended  Data  Based  Decision  Making  Training. 


o     This  center  was  closed  in  November  1995  based  on   a  request 

from  officials  of  the  Tuskegee  Institute,  where  the  center  was 
housed. 

Question.   Does  the  Department  receive  an  adequate  pool  of 
applicants  to  replace  poor  performing  centers?   What  actions  does 
the  Department  take  to  ensure  an  adequate  pool? 

Answer.   There  is  usually  an  adequate  level  of  competition  when 
the  Department  awards  a  new  contract  for  the  operation  of  a  center 
that  had  been  performing  poorly.   Standard  procedures  are  followed 
to  ensure  that  RFPs  (Requests  for  Proposals)  for  these  new  contracts 
are  publicized  widely  among  prospective  offerors.   These  procedures 
include: 
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o     Annual  publication  in  the  Commerce  Business  Daily  (CBD)  of  Job 
Corps  regional  office  procurement  schedules. 

o      Publicizing  individual  RFPs  through  advertisements  in  the 
Commerce  Business  Daily  (CBD) . 

o     Ensuring  that  all  interested  organizations  that  respond  to  the 
CBD  advertisement  receive  a  copy  of  the  RFP. 

o     Maintenance  of  bidders  lists  of  firms  that  have  expressed 

interest  in  competing  for  Job  Corps  contracts,  allowing  direct 
notification  to  these  firms  when  RFPs  are  issued. 

In  addition,  the  Department  has  taken  special  steps  to  expand 
the  size  of  the  corporate  community  that  competes  for  Job  Corps 
contracts.   Most  significantly,  the  Department  conducts  a  free 
annual  seminar  for  potential  new  offerors.   Each  seminar  is 
approximately  two  days  in  length  and  describes  the  Job  Corps  program 
and  the  competitive  procurement  procedures  used  for  Job  Corps. 

The  Department  has  also  had  success  at  two  Job  Corps  centers  in 
using  a  "mentor-protege"  contracting  format  as  a  means  to  develop 
and  bring  minority  owned  businesses  into  the  Job  Corps  corporate 
community.   In  addition,  the  Department  is  exploring  the  possibility 
of  placing  model  RFPs  on  the  Job  Corps  home  page  on  the  Internet  and 
is  also  looking  into  putting  specific  individual  RFPs  on  the 
Internet . 

Question.   Job  Corps  enrollment  levels  began  to  decline  in  late 
spring  and  early  summer  of  1995  due  to  the  implementation  of  new 
zero  tolerance  policies  against  drugs  and  violence.   How  many  youth 
have  been  terminated  from  the  Job  Corps  program  under  these 
policies?   What  happened  to  these  youth  after  they  were  terminated 
from  the  program;  how  were  they  returned  to  their  home  communities? 

Answer.   In  May  of  1995,  Job  Corps  instituted  a  Zero  Tolerance 
(ZT)  policy  against  drugs  and  violence.   The  underlying  principle  of 
the  ZT  policy  is  that  every  student  has  the  right  to  participate  in 
the  Job  Corps  program  without  being  subject  to  violence  or  drug 
abuse.   The  level  of  violence  and  prevalence  of  drug  use  has  been 
increasing  to  an  unacceptable  level  in  our  own  communities,  school 
systems,  and  throughout  society.   Job  Corps  centers  have  shared  in 
this  experience. 

As  expected,  the  data  indicates  that  the  full  implementation  of 
the  ZT  policy  has  increased  the  number  of  students  who  are 
terminated  for  behavioral  infractions  (both  ZT  terminations  and 
other  terminations  based  on  poor  behavior).   Prior  to  ZT,  the 
monthly  percentage  of  behavioral  terminations  tended  to  fall  in  the 
10%-15%  range.   Since  the  implementation  of  the  ZT  policy  (from  May 
1995  through  April  of  1996),  the  termination  rate  for  behavioral 
infractions  both  identified  in  the  ZT  policy  and  based  on  poor 
behavior  accounts  for  20.3%  of  all  terminations. 

When  students  are  terminated  from  the  program  for  behavioral 
infractions  including  those  associated  with  the  ZT  policy,  they  are 
provided  transportation  to  their  homes.   In  instances  where  the 
student  is  below  the  age  of  18  the  Job  Corps  center  notifies  the 
parent  or  guardian. 

Job  Corps  does  not  provide  follow  up  services  for  students  who 
are  terminated  for  certain  types  of  ZT  infractions  such  as  drug  use 
and  acts  of  violence.   Students  who  are  terminated  for  other 
behavioral  infractions  receive  6  months  of  follow  up  and  placement 
services. 
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JOB  TRAINING  VOUCHERS 

Que3tion.   Are  there  any  States  or  localities  that  are 
currently  using  vouchers  to  provide  job  training? 

Answer.   There  are  currently  many  local  JTPA  programs  that  use 
"individual  referrals"  or  vouchers  for  individuals  to  purchase 
training.   Vouchers  are  already  being  used  in  JTPA  dislocated  worker 
programs  in  South  Carolina,  Arizona,  California,  and  Michigan,  while 
trade  adjustment  assistance  programs  typically  provide  tuition 
assistance  to  trade-impacted  dislocated  workers  in  a  voucher-like 
approach.   We  also  know  of  a  few  local  programs  for  economically 
disadvantaged  adults  that  also  use  vouchers. 

Question.   What  evidence  is  there  that  vouchers  are  an 
effective  way  of  providing  training? 

Answer.   Information  on  using  vouchers  for  providing  job 
training  is  strongly  suggestive  of  its  effectiveness.   Vouchers 
allow  individuals  a  wide  array  of  choices  and  the  purchasing  power 
to  exercise  that  choice.   A  recent  study  of  JTPA  programs  in  Texas 
and  Illinois  found  that  two  of  the  most  successful  local  service 
delivery  areas  (SDAs)  offered  economically  disadvantaged 
participants  voucher-like  mechanisms  to  pay  for  training.   These 
SDAs  also  provided  extensive  up-front  assessment  and  guidance  to 
individuals  in  helping  them  to  make  their  choices  —  a  "guided 
individual  referral"  model.   Similarly,  evaluation  of  the  "dual 
enrollment"  approach  in  the  trade  adjustment  program  shows  that  use 
of  voucher-like  payments  for  training,  when  coupled  with  extensive 
counseling  and  advice,  improves  the  likelihood  of  positive  outcomes 
for  workers  who  receive  such  services. 

Question.   If  a  State  or  locality  wanted  to  use  vouchers  under 
existing  law,  could  it  do  so  through  a  waiver  process?   Has  any 
State  requested  a  waiver  to  use  vouchers? 

Answer.   Under  existing  law,  any  locality  could  provide  job 
training  services  through  individual  referrals  or  voucher-like 
mechanisms  to  provide  training.   Because  use  of  vouchers  is  already 
permitted,  no  waivers  are  required  --  and  therefore,  no  States  have 
requested  waivers. 

SUMMER  JOBS  PROGRAM 

Question.   How  many  States/SDAs/PICs  took  advantage  of  the 
language  contained  in  the  rescission  bill  allowing  a  50  percent 
transfer  between  the  year-round  youth  and  summer  youth  programs?   To 
what  extent  do  you  anticipate  States/SDAs/PICs  taking  advantage  of 
the  100  percent  transfer  authority  included  in  the  omnibus 
appropriations  bill? 

Answer.   From  our  preliminary  review  of  the  reporting  data  from 
Program  Year  1994  and  the  first  quarter  of  Program  Year  1995,  it 
appears  that  42  States  in  fact  transferred  funds  from  Title  II-B  and 
6  States  transferred  funds  from  Title  II-C.   In  the  latter  case,  it 
should  be  noted  that  all  6  of  these  States  have  also  transferred 
funds  from  II-B  to  II-C.   Because  the  amounts  of  these  II-C 
transfers  were  so  small,  we  expect  that  these  transfers  were 
intended  to  re-adjust  the  balances  from  II-C  to  II-B.   This 
conclusion  is  borne  out  in  another  of  our  reporting  forms  which 
shows  that,  cumulatively,  the  flow  of  transferred  funds  is  from  II-A 
and  II-B  to  II-C.   States  are  using  II-B  funds,  and  to  a  lesser 
extent  II-A  funds,  to  counteract  the  reduction  in  the  II-C 
appropriation.   Since  the  Department  only  requires  reporting  at  the 
State  level,  information  on  the  transfers  at  the  local  SDA  level  is 
not  routinely  collected. 
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Question.   The  Department's  budget  request  states  that  academic 
enrichment  is  a  program  enhancement  to  the  Summer  Youth  Employment 
program's  minimum  wage  work  experience  component.   How  has  the 
academic  enrichment  component  been  implemented  to  date  and  what 
further  actions  are  anticipated? 

Answer.   Through  the  dissemination  of  policy  guidance  and 
technical  assistance  materials  and  training,  the  Department  has 
emphasized  to  States,  SDAs  and  program  providers  that  the  Summer 
Youth  Employment  and  Training  Program  has  two  guiding  principles. 
First,  it  should  build  and  refine  a  strong  foundation  of  work, 
employment  competencies,  and  the  discipline  of  work.   Second, 
through  participation  in  SYETP  youth  should  gain  an  appreciation  of 
the  inextricable  connection  between  work  and  learning  ("life-long 
learning")  which  is  so  critical  to  a  long-term  attachment  to  and 
success  in  a  rapidly  changing  labor  market. 

In  response  to  the  Department's  efforts.  States  and  SDAs  have 
successfully  incorporated  these  principles  into  their  summer 
programs  by  integrating  work  and  learning.  In  last  summer's  program 
more  than  64  percent  of  the  participants  received  educational 
services.   Youth  learned  Foundation  Skills  and  Competencies  from 
SCANS  (the  Secretary's  Commission  on  Acquiring  Necessary  Skills) 
within  the  context  of  performing  work  on  actual  jobs  and  they 
learned  work-oriented  skills  in  a  classroom  setting. 

For  this  summer's  program,  the  Department  continues  to 
emphasize  the  importance  of  educational  enrichment  in  SYETP  and 
encourage  the  operation  of  local  programs  which  incorporate  this 
component.   Technical  assistance  materials  and  staff  are  available 
through  the  Regional  Offices  to  aid  States  and  SDAs. 

Question.   The  Department's  budget  request  also  states  that  it 
will  continue  to  consult  with  the  Department  of  Education  to  enhance 
coordination  of  the  academic  enrichment  component  with  summer 
activities  under  the  Title  I  program.   To  what  extent  has  the 
academic  enrichment  component  under  the  summer  youth  program  been 
coordinated  with  the  Title  I  program  in  this  way;  what  further  steps 
are  anticipated? 

Answer.   The  Department  continues  to  work  with  the  Department 
of  Education  in  a  number  of  education-related  youth  programs, 
including  SYETP  and  the  School-to-Work  initiative.   With  the 
inclusion  of  the  academic  enrichment  component  in  SYETP,  as  the 
result  of  the  JTPA  Amendments  of  19992,  the  Department  initiated 
discussions  with  the  Department  of  Education  regarding  programmatic  , 
aspects  of  this  new  activity.   These  discussions  in  turn  led  to  an 
on-going  effort  to  coordinate  SYETP  with  education  programs  operated 
through  the  States  and  SDAs.   Because  the  vast  majority  of  SDAs  rely 
heavily  on  local  school  systems  for  the  delivery  of  educational 
services  in  a  classroom  setting,  the  Department  has  encouraged 
States  and  local  school  systems  to  develop  productive  working 
relationships.   The  Department  continues  to  emphasize  that  these 
relationships  are  crucial  to  achieving  the  goals  of  enriching  the 
quality  of  the  education  component  and  preserving  educational  gains 
made  during  the  summer  by  providing  services  to  youth  year-round. 

While  information  does  not  exists  on  the  specific  relationships 
that  have  been  developed,  the  instr-uctors  who  are  used  to  provide 
academic  enrichment  come  from  the  ranks  of  the  local  school  teachers 
for  the  most  part.   Due  to  the  delay  in  the  funding  decision  this 
year,  we  were  told  by  a  number  of  the  SDAs  that  they  lost  the 
teachers  who  had  been  consistently  used  over  a  period  of  many  years. 

YOUTH  TRAINING  GRANTS  PROGRAM 

Question.   The  Department's  budget  justification  states  that 
Title  II-C  will  be  extensively  integrated  with  the  School-to-Work 
system  to  improve  services  to  disadvantaged  youth  and  leverage 
reduced  funding  levels.   How,  specifically,  will  the  II-C  program  be 


integrated  with  the  School-to-Work'  system;  what  are  the  necessary 
steps  for  integration? 

Answer.   Key  principles  of  the  School-to-Work  Opportunities 
Act,  which  emphasize  work-based  contextual  learning  that  integrates 
school  curricula  and  classroom  teaching  with  real  work  experience, 
currently  are  being  promoted  through  technical  assistance  to  the 
States.   Emphasis  is  placed  on  focusing  Title  II-C  programs  to 
include  services  such  as  career  guidance,  work  experience, 
mentoring,  high  school  completion,  and  college  preparation.   The 
extent  to  which  this  concept  is  adopted,  however,  will  be  dependent 
on  local  decision  making. 

One  of  the  areas  the  School-to-Work  technical  assistance  effort 
will  focus  on  is  providing  models  and  best  practices  for  integrating 
the  School-to-Work   framework  into  the  Title  II-C  programs,  with  a 
particular  emphasis  on  out-of-school  youth.   The  current  plans 
include  providing  additional  resources  to  several  good  youth  sites 
that  integrate  some  or  most  of  the  school-to-work  principles  to 
enhance  this  integration  and  increase  outreach  and  services  to 
out-of-school  youth.   The  lessons  learned  will  then  be  disseminated 
to  the  employment  and  training  system. 

Question.   While  there  have  been  negative  findings  on  the 
effectiveness  of  youth  training  programs  as  a  whole,  there  have  been 
positive  findings  on  some  specific  programs  like  the  Center  for 
Employment  and  Training  (GET)  program  in  San  Jose,  CA,  which 
provides  training  to  high  school  dropouts.   To  what  extent  have 
these  positive  findings  been  replicated  by  other  programs? 

Answer.   It  is  probably  an  overstatement  to  say  that  there  have 
been  negative  findings  for  youth  programs  as  a  whole.   There  have 
been  relatively  few  formal  random  assignment  studies  done  of  youth 
programs,  and  the  results  for  some  studies  have  been  disappointing 
and  for  others,  quite  encouraging.   Collectively,  these  findings 
suggest  that  not  just  any  program  will  be  automatically  successful 
in  serving  youth,  but  that  well-designed,  intensive  programs  can  be 
effective  in  turning  around  the  lives  of  youth.   On  the 
disappointing  side,  studies  of  the  Supported  Work,  STEP,  JOBSTART, 
and  the  early  results  from  the  National  JTPA  Study  all  failed  to 
show  significant  impacts  on  the  youth  served. 

On  the  encouraging  side,  the  CET  site  in  the  JOBSTART 
demonstration  raised  the  earnings  of  participants  by  $3,000  a  year 
over  controls  in  the  last  two  years  of  follow-up.   The  JOBSTART 
demonstration  overall  raised  the  earnings  of  males  with  prior  arrest 
records  by  $2,000  a  year  in  the  last  year  of  follow-up.   The  Quantum 
Opportunity  pilot  project  cut  dropout  rates  in  half  and  doubled  the 
rate  at  which  students  went  on  to  college.   The  five-year  results 
for  youth  in  the  National  JTPA  Study  are  more  favorable  than  the 
earlier  findings.   Also,  while  not  a  random  assignment  study,  the 
evaluation  of  the  pilot  sites  in  Youth  Fair  Chance  showed  dropout 
rates  going  down  in  six  of  the  seven  sites  and  teen  parenthood  rates 
going  down  in  all  six  sites  for  which  data  were  available. 

With  regard  to  CET,  the  Department  has  supported  broad 
dissemination  of  information  on  the  program.   All  Service  Delivery 
Areas  (SDAs)  and  many  Job  Opportunities  for  Basic  Skills  (JOBS) 
program  providers  have  received  multiple  informational  packages  of 
the  CET  program  and  will  be  encouraged  to  learn  more  about  CET 
through  the  CET  Replication  Project.   Through  the  CET  Replication 
Project,  CET  has  provided  direct  assistance  to  18  new  local 
communities.   Six  of  these  communities  are  specifically  focusing  on 
at-risk  youth.   A  Manpower  Demonstration  Research  Corporation  study 
—  still  in  its  infancy  —  will  examine  the  six  sites  to  see  if 
other  providers  using  the  CET  model  can  achieve  results  similar  to 
those  achieved  by  CET. 

Question.   To  what  extent  have  any  of  the  programs  been 
effective  in  reducing  teen  pregnancy? 


Answer.   Generally,  it  has  proven  difficult  for  any  job 
training  and  employment  program  to  affect  teen  pregnancy  rates. 
This  is  true  even  for  interventions  such  as  the  Teen  Parent 
Demonstration  conducted  by  the  Department  of  Health  and  Human 
Services  that  have  an  expressed  purpose  of  reducing  subsequent 
pregnancies  of  young  women  served. 

Research  on  teen  pregnancy  suggests  that  "hope  is  the  best 
contraceptive"  --  that  young  women  who  have  aspirations  such  as 
going  on  to  college  have  much  lower  rates  of  teen  parenthood. 
Particularly  encouraging  in  this  regard  are  the  results  of  the 
Quantum  Opportunity  Program.   In  this  pilot  demonstration,  entering 
ninth  graders  were  placed  into  groups  of  25  youth,  and  they  stayed 
with  the  same  group  and  the  same  adult  coordinator  for  all  four 
years  of  high  school  —  receiving  remedial  education  and 
participating  in  various  cultural  and  community  service  activities. 
In  addition  to  cutting  the  dropout  rate  and  raising  the  rate  at 
which  youth  went  on  to  college,  the  program  sharply  decreased  the 
teen  parenthood  rate. 

Also  encouraging  are  the  results  of  the  Youth  Fair  Chance  pilot 
projects.   This  demonstration  attempted  to  saturate  high-poverty 
neighborhoods  with  a  variety  of  youth  development  activities,  and 
the  teen  parenthood  rate  went  down  in  all  of  the  communities  for 
which  data  were  available  while  national  rates  were  slightly 
increasing. 

DISLOCATED  WORKERS  DISCRETIONARY  FUNDING 

Question.   Please  provide  a  breakout  of  the  use  of 
discretionary  funding  for  dislocated  worker  programs  by  program  year 
(PYs  1994,  1995,  and  1996  estimates)  and  by  activity. 

Answer.   The  requested  information  is  as  of  May  19,  1996  and 
the  dollars  displayed  are  in  millions. 


TITLE  III  NATIONAL  RESERVE 

PY  1994 

PY  1995 

PY  1996 

Total  Availability 

$223.6 

$245.7 

$219.5 

Insular  Areas 

S2.4 

$2.6 

$2.3 

Mass  Layoff  Statistics 

$6.0 

$4.8 

$4.8 

Demonstration  Projects 

$34.7 

$30.7 

$22.0 

Technical  Assistance 

$9.1 

$12.3 

$10.9 

Reprogramming 

$5.6 

Dislocated  Worker 
Projects:  Oblig. /Avail. 

$171.4 

$195.3 

$173.9 

Timber 

$19.8 

$1.2  • 

$12.0 

Clean  Air 

$3.4 

$15.1 

Defense 

$24.2 

$35.4 

Mass  Layoffs  and 
Plant  Closures 

$124.0 

$58.4 

Balance  in  Title  III  National 
Reserve  Account 

-0- 

$85.2 

$161.9 

As  of  May  19,  1996,  $1.2  million  has  been  obligated  from  the 
$12  million,  PY  1995  "Forest  Plan"  set-aside. 
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Question.   Of  the  $245  million  available  to  you  in  Program  Year 
1995  for  discretionary  funding  of  dislocated  worker  programs,  how 
much  have  you  obligated  so  far? 

Answer.   So  far,  about  $160.5  million  of  the  approximate  $245.7 
million  in  discretionary  funding  available  for  dislocated  worker 
program  activities  has  been  obligated.   Of  the  balance  of  $85.2 
million,  approximately  $69.9  million  consists  of  commitments  pending 
obligation.   It  is  anticipated  that  all  remaining  funds  will  be 
obligated  by  June  30,  1996. 

Question.   Was  there  any  money  carried  over  into  the  1995 
Program  Year? 

Answer.  No.  By  statute,  these  funds  are  available  for 
obligation  only  in  the  program  year  for  which  they  have  been 
appropriated. 

Question.   Do  you  expect  any  money  to  be  carried  over  to 
Program  Year  1996? 

Answer.  No.  By  statute,  these  funds  are  available  for 
obligation  only  in  the  program  year  for  which  they  have  been 
appropriated. 

USES  OF  EDWAA  DISCRETIONARY  FUNDS 

Question.   How  is  the  money  being  spent  to  assist  persons 
affected  by  mass  layoffs  or  plant  closings  as  compared  to 
demonstration  projects  and  other  possible  uses  of  funds? 

Answer.   Of  the  approximately  $245.7  million  in  discretionary 
funding  for  Program  Year  1995,  assistance  for  workers  affected  by 
mass  layoffs  or  plant  closings  accounts  for  78  percent  of  available 
funding  ($191.8  million).   Funding  for  demonstration  projects  to 
provide  employment  and  training  assistance  to  eligible  dislocated 
workers  accounts  for  14  percent  of  available  funding  ($34.2 
million);  technical  assistance  constitutes  5  percent  of  availability 
($12.0  million)  and  funding  for  the  insular  areas  and  for  the 
development  of  mass  layoff  statistics  are  at  3  percent  of 
availability  ($2.6  and  $4.8  million,  respectively). 

Question.   Do  you  expect  to  use  any  of  the  funds  to  assist 
workers  losing  their  jobs  as  a  result  of  the  Caterpillar  plant 
closing  in  York,  PA? 

Answer.   The  Commonwealth  has  not  yet  submitted  a  request  to 
the  Department  of  Labor  for  discretionary  funding  to  serve  the 
Caterpillar  plant  workers.  As  of  this  date,  the  State  indicates  it 
has  not  received  a  WARN  notice  from  the  company,  and  so  far,  no 
workers  have  been  laid  off.   Once  workers  are  notified  of  layoff  or 
become  eligible  for  Title  III  services,  the  Department  is  prepared 
to  assist  the  Commonwealth  in  its  efforts  to  address  their 
reemployment  and  retraining  needs. 

JOB  LOSS  RESULTING  FROM  PUBLIC  POLICY 

Question.   To  what  extent  do  funds  go  to  programs  to  assist 
persons  losing  their  jobs  because  of  public  policies  (like  decreased 
defense  spending,  compliance  with  the  Clean  Air  Act,  or  as  a  result 
of  NAFTA)  as  compared  with  assisting  persons  who  lose  their  jobs 
because  of  general  economic  conditions  or  poor  business  decisions? 

Answer.   Since  late  calendar  year  1994,  practically  no  funding 
remained  from  the  special  appropriations  provided  to  serve  workers 
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affected  as  a  result  of  public  policies.   Legislative  authority  to 
obligate  the  funding  provided  to  support  services  for  individuals 
impacted  by  implementation  of  the  Clean  Air  Act  expired  on  June  30, 
1994.   The  $75  million  appropriated  for  the  Defense  Diversification 
Program  to  assist  workers  dislocated  as  a  result  of  defense 
downsizing  measures  was  exhausted  by  September  30,  1994.   There  is 
less  than  $4  million  remaining  from  the  $150  million  FY  1991 
appropriation  transferred  from  the  Defense  Department  for  the 
Defense  Conversion  Adjustment  program,  also  to  assist  workers 
impacted  by  defense  downsizing. 

Although  we  have  not  established  a  special  set-aside  of  regular 
Title  III  discretionary  funds  for  these  special  programs,  we  are 
continuing  to  fund  grant  requests  with  merit  to  meet  the  needs  of 
these  workers.   As  of  May  19,  1996,  approximately  $15.1  million  has 
been  awarded  for  Clean  Air  Act-related  dislocations  -  about  11 
percent  of  the  discretionary  projects  funded  to  date.   Another  $35.4 
million  has  gone  to  provide  assistance  to  workers  affected  by 
defense  downsizing,  and  $1.2  million  has  funded  grants  to  displaced 
timber  workers.   The  remaining  $58.4  million  in  grants,  have  been 
provided  to  assist  workers  impacted  by  other  economic  conditions  or 
business  decisions  effecting  mass  layoffs  and  plant  closures. 

The  Department  issued  a  policy  in  calendar  year  1995  which 
provided  for  the  use  of  Title  III  discretionary  funds  to  support 
retraining  and  reemployment  services  for  NAFTA- impacted  workers  in 
the  absence  of  other  funding  resources.   Two  such  requests  were 
received  in  Program  Year  1994,  which  were  funded  for  a  total  of 
approximately  $1.6  million  from  Title  III  discretionary  funds.   No 
NAFTA-related  requests  have  been  received  to  date  in  Program  Year 
1995. 


FLEXIBILITY  IN  APPROPRIATIONS  LANGUAGE 

Question.   Language  included  in  the  FY  1996  Appropriations  Bill 
(1)  removes  the  cost  limitations  that  States  utilize  not  more  than 
25  percent  of  funds  on  needs-related  payments  and  supportive 
services;  and  (2)  allows  funds  awarded  under  the  National 
Discretionary  Grant  Program  to  be  used  to  provide  needs-related 
payments  to  participants  who,  in  lieu  of  meeting  the  general  EDWAA 
requirement  that  they  be  enrolled  in  training  by  the  13th  week  after 
layoff,  have  enrolled  in  training  by  the  6th  week  after  the  grant  is 
awarded. 

To  what  extent  have  these  language  items  providing  flexibility 
been  utilized? 

Answer.   The  language  in  the  1996  Appropriations  legislation 
which  provides  funds  for  the  Department  of  Labor  contained 
provisions  which  added  flexibility  to  the  legislative  requirements 
for  Title  III  of  JTPA  for  programs  operated  with  1996 
appropriations.   These  programs  will  begin  July  1,  1996.   The 
changes  include:   1)  removing  the  25%  maximum  cost  limitation  on 
expenditures  for  needs-related  payments  and  supportive  services;  and 
2)  providing  flexibility  for  Secretary's  discretionary  projects 
funded  under  part  B,  Title  III,  so  that  in  lieu  of  meeting  the 
enrollment  requirements  under  section  314(e),  funds  may  be  used  to 
provide  needs-related  payments  to  participants  who  are  enrolled  in 
training  by  the  end  of  the  sixth  week  after  grant  funds  have  been 
awarded. 

Similar  provisions  were  included  in  the  1995  Appropriations 
legislation.   The  Department  issued  guidance  to  the  States  and 
substates  last  year  describing  these  changes  and  the  date  of 
implementation,  and  will  notify  them  of  the  extension  for  1996. 

These  cha-nges  reduce  restrictions  and  provide  for  greater 
decision-making  authority  at  the  State  and  local  levels.   The 
removal  of  the  cost  limitation  for  supportive  services  and  needs- 
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related  payments  gives  more  flexibility  in  designing  individual 
strategies  to  meet  the  needs  of  dislocated  workers.   Complete  data 
will  not  be  available  to  determine  to  what  extent  individual 
substate  areas  were  able  to  take   advantage  of  this  opportunity  with 
1995  funds.   However,  nationally,  expenditures  of  substate  funds  on 
supportive  services/needs-related  payments  rose  from  6.4  percent  to 
over  7.6  percent  for  the  first  six  months  of  1994  and  1995, 
respectively.   This  suggests  that  State  and  substate  areas  have 
utilized  this  flexibility. 

The  flexibility  for  needs-related  payments  for  projects  funded 
under  the  Secretary's  Reserve  enables  workers  affected  by  plant 
closures  or  mass  layoffs  to  remain  eligible  for  needs-related 
payments  until  after  a  grant  has  been  awarded.   There  have  been  11 
national  reserve  projects  funded  in  Program  Year  1995  in  Illinois, 
Kentucky,  Ohio,  Rhode  Island,  and  West  Virginia  totalling  almost  $23 
million  in  which  needs-related  payments  will  be  available  so  workers 
can  participate  in  training  after  they  exhaust  their  unemployment 
insurance  benefits,  including  workers  who  were  unable  to  enroll  in 
training  until  after  the  grant  was  awarded. 

FUNDING  FOR  TIMBER-RELATED  PROJECTS 

Question.  How  much  funding  was  requested  and  provided  by  State 
for  the  economic  adjustment  initiative  for  timber  communities  in  PYs 
1994,  1995,  and  1996? 


Answer, 
place. 

Program  Year 

1994 


As  of  May  19,  1996,  the  following  actions  have  taken 


State 


Requested   Awarded 


Washington   $8,193,349   $8,193,349   1) 


Oregon 
California 


$8,403,814   $6,953,532 
$3,838,871   $3,838,871 


Washington 


Oregon 
California 


$1,237,500  $1,237,500 

$4,487,258  Pending 

$10,937,635  Pending 

$0  $0 


1996 

(begins 

July  1,  1996) 


Washington 

Oregon 

California 


1)   A  Montana  sawmill  (a  subsidiary  to  the  timber  manufacturer 
awarded  funds  in  the  State  of  Washington)  also  received 
approximately  $900,000  in  PY  1994. 

*    $12  million  will  be  set-aside  under  the  timber  worker  "Forest 
Plan"  in  PY  1996. 


PRIVATE  SECTOR  OUTPLACEMENT  INDUSTRY 

Question.   To  what  extent  does  the  Dislocated  Worker  Assistance 
program  discourage  employers  from  paying  for  job  search  and  related 
services  in  the  private  sector? 


Answer.   The  dislocated  worker  programs  do  not  discourage 
employers  from  paying  for  job  search  and  related  services  in  the 
private  sector.   The  JTPA  grantees  are  required  to  coordinate  with 
the  employer,  the  union  representing  the  workers,  and  other  agencies 
and  organizations  to  ensure  that  resources  available  through  public 
or  private  sources  are  fully  utilized.   JTPA  funds  are  used  only  for 
activities  which  are  in  addition  to  those  which  would  otherwise  be 
available. 


The  private  sector  outplacement  industry,  which  receives  most 
of  its  revenues  from  employer-paid  charges,  has  increased  its 
revenues  29  percent  from  an  estimated  $700  million  in  1991  to  a 
forecast  $900  million  in  1995.   This  represents  a  significant 
private  investment  in  meeting  the  needs  of  dislocated  workers.   JTPA 
funds  build  upon  those  services  that  the  private  sector  is 
providing,  to  ensure  a  comprehensive  array  of  options  that  can  be 
customized  to  meet  the  various  needs  of  individual  workers  who  have 
been  laid  off  and  are  unlikely  to  return  to  their  previous  industry 
or  occupation.   Over  50  percent  of  JTPA  Title  III  funds  are  used  to 
provide  occupational  training,  which  is  not  available  through  the 
outplacement  industry. 

Question.   Is  there  evidence  that  SDAs  or  PICs  are  hesitant  to 
contract  with  private  outplacement  firms  for  services  for  dislocated 
workers,  if  so,  why? 

Answer.   A  Private  Industry  Council,  made  up  of  local  business 
leaders  and  community  representatives,  provides  guidance  and 
oversight  for  decisions  about  services  and  service  providers  which 
are  made  at  the  local  level.   Private  outplacement  firms  and  other 
private  sector  vendors  may  receive  contracts  to  deliver  services, 
based  on  competitive  procurements.   It  is  up  to  the  vendors  to 
compete  for  these  procurements.   There  is  growing  evidence  that 
private  outplacement  firms  more  often  are  applying  and  successfully 
competing  for  publicly  funded  contracts  to  deliver  dislocated  worker 
services.   For  example,  the  Transition  Team,  a  private  outplacement 
agency,  has  had  22  joint  projects  with  14  different  Title  III 
programs  since  1994. 

The  Department  continues  to  encourage  partnerships  between 
public  dislocated  worker  assistance  programs  and  private 
outplacement  firms  and  has  provided  guidance  on  ways  State  and  local 
agencies  could  coordinate  with  outplacement  firms  when  planning  and 
providing  services  to  dislocated  workers. 

In  1994,  the  Department  funded  a  grant  with  the  Association  of 
Outplacement  Consulting  Firms  International  (AOCFI)  to  conduct 
workshops  across  the  country  to  identify  the  benefits  of  creating 
partnerships  between  the  private  and  public  sectors  to  provide  cost- 
effective  reemployment  services. 

A  report  prepared  by  AOCFI  describing  the  results  of  these 
workshops  was  sent  by  the  Department  to  all  State  JTPA  liaisons,  all 
State  Worker  Adjustment  Liaisons,  and  all  State  Wagner-Peyser 
Administering  Agencies  in  1995. 

OREGON  OPTION 

Question.   What  are  the  Department's  plans  for  utilizing  the 
Oregon  Option?   Will  the  Department  be  able  to  complete  necessary 
arrangements  under  this  authority  in  Py  1996;  will  it  be  necessary 
to  continue  this  authority  in  PY  1997? 

Answer.   The  partnership  that  the  Department  has  established 
with  the  State  of  Oregon  in  connection  with  the  Oregon  Option  has 
been  collaborative  in  nature  and  res-ults-based.   We  have  had  active 
preliminary  consultations  with  state  and  local  officials  in  Oregon 
on  the  framework  for  the  content  and  process  for  any  waiver  requests 
pursuant  to  the  Oregon  Option  authority.   Our  intention  is  that  this 
process  be  driven  largely  by  the  state  and  local  levels  in  Oregon 
and  preliminary  indications  are  that  the  process  within  the  state 
will  be  developed  to  produce  a  request  from  the  state  in  the  July- 
August  time  period.   Since  we  are  in  consultation  with  the  state,  we 
expect  to  be  able  to  respond  very  quickly  to  a  request. 
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FEDERAL  REQUIREMENTS  HINDERING  COLLABORATIVE  PROGRAMS 

Question.   Your  budget  justification  states  that  in  the 
Department's  view  of  Federal  requirements  that  hinder  collaborative 
programs  from  among  various  Federal  funding  sources  and  a  focus  on 
results-based  workforce  programs,  you  have  determined  that  a  number 
have  their  source  in  federal  statute. 

Please  list  the  specific  Federal  requirements  and  their 
statutory  or  regulatory  citations  that  you  have  identified. 

Answer.  Thus  far,  the  Department  and  its  State  and  local 
partners  under  the  Oregon  Option  have  identified  the  following 
statutory  barriers  to  collaborative  programs: 

o     Definitions  and  terms  (sections  4  and  301)  of  the  Job  Training 
Partnership  Act  (JTPA) 

o     Planning  cycles  and  plan  approval  requirements  (sections  104, 
105,  121,  311,  and  313  of  JTPA) 

o     Procurement  requirements  (sections  107  and  164  of  JTPA) 

o     Cost  categories  and  cost  limitations  (sections  108  and  315  of 
JTPA) 

o     Requirements  pertaining  to  program  design  and/or  uses  of  funds 
(sections  204,  253,  254,  264,  and  314  of  JTPA) 

SCHOOL-TO-WORK  AWARD  CRITERIA 

Question.   What  criteria  are  used  to  award  local  school-to-work 
implementation  grants  and  urban/rural  grants? 

Answer.   Selection  criteria  for  the  School-to-Work  Local 
Partnership  Grants  and  Urban/Rural  Opportunities  Grants  are 
published  in  the  Federal  Register.    The  criteria  are  an 
amplification  of  the  basic  requirements  laid  out  in  the  School-to- 
Work  Opportunities  Act.   There  are  five  criterion,   which  are  each 
assigned  a  certain  point  value,  and  contain  several  sub-criterion. 
The  total  point  value  of  all  five  criterion  is  100.   The  criterion 
are  as  follows: 

1.  Comprehensive  Local  School-to-Work  System  (40 
points) 

2.  Quality  and  Effectiveness  of  the  Local  Partnership 
(20  points) 

3.  Participation  of  All  Students  (15  points) 

4.  Collaboration  with  State  (15  points) 

5.  Management  Plan  (10  points) 

For  each  competition,  the  Departments  utilize  a  peer  review 
process  in  which  review  teams,  consisting  of  Department  of  Labor, 
Department  of  Education,  and  peer  reviewers,  evaluate  the 
applications  received  against  the  selection  criteria  and  the 
associated  point  values.   The  Departments  base  final  funding 
decisions  on  the  ranking  of  applications  as  a  result  of  the  peer 
review,  and  such  other  factors  as  replicability,  sustainability, 
innovation,  geographic  balance,  and  diversity  of  system  approaches. 

Question.   Please  provide  a  list  of  all  school  districts  that 
have  received  grants  since  the  passage  of  the  School-to-Work 
Opportunities  Act. 
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Answer.   With  PY  1994  funds,  the  Departments  awarded  a  total  of 
15  Local  Partnership  grants  ($10  million)  and  21  Urban/Rural 
Opportunities  Grants  ($10  million).   These  partnerships  typically 
encompass  more  than  one  local  school  district.   The  recipients  of 
these  awards  are  as  follows: 

Local  Partnership  Grants: 

Boston  Private  Industry  Council  (MA) 

School-to-Work  District  of  the  City  of  Saginaw  (MI) 

Fox  Cities  Chamber  of  Commerce  (WI) 

Coos  Bay  Educational  Service  District  (OR) 

Northwest  Concentrated  Employment  Program  (WI) 

Rochester  School  District  (NY) 

New  Haven  Private  Industry  Council  (CT) 

Salem  School  District  (NH) 

Dade  County  Public  Schools  (FL) 

Capital  Area  Training  Foundation  (TX) 

San  Diego  Private  Industry  Council  (CA) 

Tulare  County  Department  of  Education  (CA) 

Fond  du  Lac  Tribal  College  (MN) 

Marshalltown  Work  Start  Consortium  (lA) 

Omaha  Job  Clearinghouse  (NE) 

Urban/Rural  Opportunities  Grants: 

Dade  County  Public  Schools  (FL) 

Coos  Bay  Educational  Service  District  (OR) 

Portland  Public  Schools  (OR) 

Capital  Area  Training  Foundation  (TX) 

Houston  Community  College  (TX) 

Fort  Worth  ISD  (TX) 

CUNY/Bronx  (NY) 

Panhandle  Private  Industry  Council  (ID) 

College  of  Eastern  Utah  (UT) 

Craftsmanship  2000  (OK) 

American  Indian  OIC  (MN) 

Baltimore  City  School-to-Work  Partnership  (MD) 

Black  Hills  Partnership  (SD) 

Compton  Partnership  for  Youth  Education,  Training  and 

Employment  (CA) 

Highland  Park  School-to-Work  Program  (MI) 

Yakima  Department  of  Employment  and  Training  (WA) 

Phenix  City  Schools  (AL) 

Project  Riverbank  (CA) 

Cincinnati  Youth  Collaborative  (OH) 

Texoma  Partnership  (OK) 

Uptown/Edgewater  Partnership  (IL) 

In  March  of  1995,  37  Local  Partnership  were  awarded  grants  with 
PY  1995  funds  -  totaling  over  $20  million.   Those  partnership  are: 
Green  River  Community  College  (WA) 
Cowley  County  Community  College  (KS) 
N.W.  Suburban  Career  Cooperative  (IL) 
Seminole  County  Public  Schools  (FL) 
Alameda  County  Office  of  Education  (CA) 
Orange  County  Department  of  Education  (CA) 
Napa  County  Office  of  Education  (CA) 
Albuquerque  Hispano  Chamber  of  Commerce  (NM) 
Gladewater  County  (TX) 

Region  V  Educational  Service  Center  (TX) 
Chicago  Public  Schools  (IL) 
Greater  Fort  Wayne  (IN) 
Minneapolis  Public  Schools  (MN) 
Chamber  Education  Foundation  (RI) 
East  San  Gabriel  ROP  (CA) 

Mayor's  Office  of  Employment  Development  (MD) 
Anchorage  School  District  (AK) 
Columbia  Chamber  of  Commerce  (MO) 
Boulder  County  (CO) 
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Lakes  County  Service  Cooperative  (MN) 

University  of  Puerto  Rico  (PR) 

Sacramento  ROP  (CA) 

Tucson  Unified  School  District  (AZ) 

Sterns-Benton  (MN) 

Anoka  County  (MN) 

Pittsburgh  (PA) 

Los  Angeles  County  Office  of  Education  (CA) 

Campbell  County  School  District  (WY) 

Greater  Johnstown  CTC  (PA) 

Regional  Education  Partnership  (IL) 

Seattle  School  District  #1  (WA) 

Workforce  Silicon  Valley  (CA) 

Charleston  School  District  (SC) 

Miami  University  (OH) 

Lincoln  School-to-Work  (NE) 

Pelissippi  State  Technical  College  (TN) 

Concho  Valley  School-to-Work  (TX) 

The  Departments  are  currently  preparing  to  announce  the  winners 
of  the  PY  1995  Urban/Rural  Opportunities  grant  competition.   The 
announcement  is  currently  scheduled  for  July. 

IMPLEMENTATION  GRANT  USE  OF  FUNDS 

Question.   Please  provide  details  on  how  states  that  have 
received  School-to-Work  implementation  grants  use  their  funds. 
Do  we  have  evidence  of  how  States  use  School-to-Work  grants  as 
"seed"  money  to  leverage  funding  from  other  sources  to  build 
statewide  systems?   If  so,  please  provide  examples. 

Answer.   To  date,  a  total  of  27  states  have  received  School-to- 
Work  State  Implementation  Grants.   In  the  true  spirit  of  the 
initiative,  every  state's  Implementation  plan  is  unique  -  designed 
especially  for  their  area.   However,  there  are  some  requirements  by 
which  all  States  must  abide.   The  most  important  is  the  allocation 
of  funds  to  local  partnerships.   The  Act  requires  that  in  the  first 
year  of  a  State  Implementation  grant,  a  State  must  pass  70%  of  their 
funds  on  to  local  partnerships.   That  amount  increases  to  80%  in  the 
second  year  of  the  grant,  and  to  90%  in  the  third  and  succeeding 
years  of  the  grant.   The  other  is  a  10%  administrative  cost  cap  on 
both  the  state  level,  and  the  local  partnership  level.   In  order  to 
provide  some  examples  of  state  activity,  below  are  summaries  of  two 
of  the  current  Implementation  States  -  Oregon  and  Pennsylvania. 

Oregon; 

Oregon's  vision  of  a  statewide  School-to-Work  Opportunities 
System  has  evolved  over  the  past  several  years  as  the  state  has 
reaffirmed  its  strong  commitment  to  education  and  workforce 
development.   During  the  1991  legislative  session,  a  coalition  of 
education,  economic  development,  and  workforce-interested  parties 
collaborated  with  the  Governor  and  state  legislators  to  produce  the 
five  major  statutes  that  created  the  framework  for  a  comprehensive 
human  resource  investment  system:  the  Oregon  educational  Act  for  the 
21st  Century;  the  Workforce  Quality  Act;  the  Workforce  2000  Act;  the 
Youth  Apprenticeship  Act;  and  the  Oregon  Benchmarks.   These  pieces 
of  legislation  also  laid  the  foundation  for  a  statewide  school-to- 
work  system.   In  1993  the  legislature  continued  to  build  school 
reform  and  school-to-work  through  an  omnibus  state  lottery 
appropriation  that  supported  a  wide  range  of  pilot  programs  and 
development  efforts. 

Four  of  the  Oregon  Benchmarks  have  particular  relevance  to  the 
School-to-Work  system: 

o     The  percentage  of  students  enrolled  in  professional  technical 
education 
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o     The  percentage  of  students  involved  in  structured  work 
experience 

o     The  percentage  of  disabled  high  school  students  moving 
directly  from  high  school  to  competitive  or  supported 
employment . 

o     The  high  school  graduation  rate. 

Oregon  is  committed  to  providing  quality  School-to-Work 
experiences  for  all  students  in  all  schools  as  components  of  its 
Certificates  of  Initial  and  Advanced  Mastery.  To  accomplish  this, 
the  state  designed  a  rollout  strategy  that  builds  on  the  capacity  of 
15  Regional  Workforce  Quality  Committees.   These  committees,  which 
are  firmly  established  throughout  the  state,  are  made  up  of 
employers  (both  public  and  private),  educators  and  others.  They  have 
been  charged  with  development  and  oversight  of  School-to-Work 
implementation  in  addition  to  their  overall  policy  responsibilities. 
Membership  on  each  committee  reflects  geographic  and  local  labor 
areas.   These  15  labor  market  regions  are  either  counties  or  groups 
of  counties,  roughly  parallel  to  community  college  districts. 

The  rollout  strategy  will  operate  in  three  stages.    In  year- 
one  the  state  solicited  an  assessment  that  measured  the  region's 
relative  readiness  to  implement  a  comprehensive  School-to-Work 
strategy  from  each  of  the  15  Regional  Workforce  Quality  Committees. 
The  assessment  was  based  on  a  series  of  readiness  criteria.   Nine 
regions  submitted  an  implementation  plan  to  the  state  based  on  the 
readiness  criteria.   A  cross-functional  team  of  state  and  local 
representatives  evaluated  each  site's  readiness  criteria  and  plan 
for  implementation.   Four  regions  were  selected  for  funding  during 
the  first  stage.   These  regions  received  technical  assistance, 
training,  and  support  to  launch  and  sustain  their  implementation 
plans.   The  remaining  regions  have  technical  assistance  and  capacity 
building  grants  to  prepare  for  implementation  in  the  succeeding 
years  based  on  a  plan  suited  to  the  interests  and  resources  of  the 
region. 

During  year-two  of  the  rollout,  additional  regions  will  begin 
implementing  School-to-Work  plans  based  on  readiness  as  measured 
against  a  standard  set  of  criteria.   Second-year  implementation 
regions  will  benefit  from  extensive  state  technical  assistance,  and 
from  lessons  learned  by  regions  funded  in  the  first  round.   The 
state  will  coordinate  mentoring  relationships  between  "expert"  and 
"novice"  regions.   Mentoring  relationships  in  this  and  subsequent 
years  will  be  based  on  a  variety  of  factors  including  geographic 
location,  industrial  concentration,  and  regional  needs  and 
interests.   Best  practices  will  be  shared.   Also,  in  this  second 
year,  the  regions  which  are  assessed  as  not  ready  for  implementation 
will  receive  technical  assistance  and  a  second  capacity  building 
grant  so  they  may  continue  to  prepare  for  implementation  in  the 
final  round. 

By  year-three  all  15  of  Oregon's  workforce  regions  will  be 
implementing  plans  and  continuing  the  mentoring  process. 

Pennsylvania; 

The  State  of  Pennsylvania  receiyed  a  School-to-Work  State 
Implementation  Grant  in  the  amount  of  $6.5  million  in  September, 
1995.   With  full  appropriations,  Pennsylvania  would  receive 
approximately  S39  million  over  the  next  five  years.   Some  key 
features  of  the  statewide  system  are  as  follows: 

o     The  Pennsylvania  school-to-work  strategy  creates  a  system  that 
is  in  every  community,  involves  all  students,  is  industry- 
driven,  and  involves  a  large  percentage  of  the  business 
community. 
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o     The  State  has  developed  a  structure  of  School-to-Work  Action 
and  Training  (SWAT)  Teams  within  its  six  strategic  planning 
regions.   The  teams  (comprised  of  government,  teachers,  school 
district,  postsecondary  institutions,  unions,  private  industry 
councils  and  others)  will  provide  technical  assistance  to  all 
schools  and  employers  in  the  development  of  regional  and  local 
school-to-work  systems. 

o     Major  partners  in  the  statewide  effort  include  the 

Pennsylvania  Federation  of  Teachers,  the  Building  and 
Construction  Trades  Council,  and  members  of  the  Pennsylvania 
State  House  and  Senate. 

o     Instruction  will  reflect  a  proper  balance  of  academic  and 

actual  workplace  experience  to  meet  the  competency  standards 
set  by  industry,  labor  and  education.  Instructional  activities 
will  be  determined  locally  but  will  emphasize  work-based 
learning,  integrated  academics,  team  teaching  and  other 
strategies  targeted  towards  assuring  the  students  ability  to 
meet  the  State  industry  competency  standards. 

A  crucial  objective  of  the  School-to-Work  Opportunities  Act  is 
to  encourage  states  to  support  their  school-to-work  efforts  with 
significant  investments  so  that  school-to-work  systems  will  be  fully 
integrated  and  fully  supported  by  state  resources  when  federal  funds 
are  no  longer  available.   During  the  initial  grant  cycle  in  1994-95, 
the  first  eight  Implementation  Grant  states  received  federal  grants 
totaling  $43,000,000.   According  to  a  December  1995  report  by  MPR 
Associates,  Inc.,  the  states  reported  total  investments  of  state 
funds  equaling  $88,101,000.   Thus,  every  dollar  of  federal 
investment  generated  2  dollars  of  state  investment  in  new  and 
redirected  funds  and  in-kind  contributions.    On  an  annualized 
basis,  every  dollar  of  federal  investment  generated  3.3  dollars  of 
state  investment  in  new  and  redirected  funds  and  in-kind 
contributions  (Some  states  received  their  federal  School-to-Work 
grants  after  the  beginning  of  the  grant  year.   An  annualized 
leveraging  factor  was  calculated  based  on  these  shortened  grant 
years).   Information  on  leveraged  funds  during  the  second  grant 
cycle  will  be  presented  in  the  first  School-to-Work  Report  to 
Congress  which  will  be  released  this  summer. 

SCHOOL-TO-WORK  WAIVERS 

Question.   To  what  extent  have  States  used  waiver  provisions  by 
School-to-Work?   Please  provide  examples  of  waivers  that  have  been 
granted  and  denied,  if  any. 

Answer.   We  have  received  a  total  of  four  requests  for  JTPA 
waivers,  and  two  requests  for  Perkins  waivers  have  been  received 
under  the  authority  of  Title  V  of  the  School-to-Work  Opportunities 
Act.   Generally,  the  process  for  submitting  School-to-Work  waiver 
requests  begins  by  submitting  the  request  to  the  Director  of  the 
National  School-to-Work  Opportunities  Office.   The  Department  of 
Labor  has  established  a  Waiver  Review  Board  that  considers  requests 
for  waivers  of  requirements  under  the  Job  Training  Partnership  Act 
(JTPA).   This  Board  is  chaired  by  the  Assistant  Secretary  of  Labor 
for  Employment  and  Training  and  includes  the  Administrator  of  the 
Office  of  Job  Training  Programs,  the  Director  of  the  National 
School-to-Work  Opportunities  Office,  the  Administrator  of  the  Office 
of  Financial  and  Administrative  Management,  the  Administrator  of 
the  Office  of  Policy  and  Research,  and  the  Associate  Solicitor  of 
Labor  for  Employment  and  Training  Legal  Services.   Subject  to 
certain  limitations,  the  Department  of  Labor  may  waive  any 
requirement  under  any  provision  of  JTPA,  or  any  regulation  issued 
under  such  a  provision.   States  may  submit  waivers  on  their  own 
behalf  or  on  behalt  of  a  local  partnership.   The  submitted  waiver 
request  must  include  the  identification  and  explanation  of  the 
specific  JTPA  provisions  that  the  State  believes  is  impeding  the 
school-to-work  system  implementation.   The  cognizant  JTPA  program 


office  will  review  the  request  and  provide  comments  to  the  National 
School-to-Work  Office  which  will  write  a  decision  memo  for  the 
Waiver  Review  Board.   The  Board  will  then  make  its  recommendation  to 
the  Secretary  for  final  decision. 

A  summary  of  these  six  requests  is  as  follows: 


State 

Waiver 
Requested 

Status 

Next  Step 

California 

JTPA  Section 

As  suggested  by 

Once  additional 

(San  Diego 

No.  106(b)(4) 

the  Office  of 

information  is 

PIC) 

-  Performance 

Policy  and 

received,  the 

Standards 

Research,  the 

Waiver  Action 

San  Francisco 

Board  will  re- 

Regional  Office 

review  the 

is  obtaining 

request. 

more 

information 

from  grantee. 

New  York 

JTPA  Section 

Request  to  be 

Written 

No.  254(A)  and 

reviewed  by 

comments  to  be 

related 

members  of 

submitted  to 

regulations  at 

Waiver  Action 

National 

Section 

Board. 

School-to-Work 

628.710  -  Use 

Office  by  June 

of  Title  IIB 

7,  1996. 

funds  during 

summer  months. 

New  York 

JTPA  Section 

Request  to  be 

Written 

No.  108  (a) 

reviewed  by 

comments  to  be 

and  (b)  and 

members  of 

submitted  to 

Section  315 

Waiver  Action 

National 

(a)  and  (b) 

Board. 

School-to-Work 

and  related 

Office  by  June 

regulations  - 

7,  1996. 

Cost 

Categories. 

South 

JTPA  Section 

At  this  time. 

The  National 

Dakota 

No. 

South  Dakota  is 

School-to-Work 

264(d)(3)(c)(I 

not  eligible  to 

Office  has 

)(I)  and 

receive  a 

contacted  the 

related 

waiver  since 

State  regarding 

regulations  - 

they  do  not 

their 

Participant 

have  an 

ineligibility. 

wages. 

approved  State 

Region  VIII 

School-to-Work 

will  follow  up 

plan. 

with  the  State 
to  facilitate 
the  plan 
approval 
process. 

Rhode 

Perkins 

State  withdrew 

N/A 

Island 

sections 
403.13(a)  and 
403.15  -   sex 
equity. 

request. 

Indiana 

Perkins 

State  has  been 

Once  additional 

section 

instructed  to 

information  is 

403.116(c)(1) 

submit 

received,  the 

-  minimum 

additional 

Waiver  Board 

grant  amount 

information  in 

will  consider 

requirement. 

support  of 
their  request. 

the  request. 
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Although  we  have  not  approved  any  waivers  to  date,  we  will 
continue  to  work  with  states  and  localities  to  identify  regulations 
in  the  existing  system  that  are  serving  as  barriers  to  implementing 
School-to-Work  systems. 

DEPARTMENT  OF  LABOR  FIELD  OFFICES 

Question.   In  its  June,  1995  report  on  the  proposed  merger  of 
the  Departments  of  Labor,  Education,  and  EEOC,  GAO  reported  that 
Labor  has  over  250  field  offices  that  administer  or  support 
employment  and  training  programs,  including  those  for  veterans. 

If  proposed  Congressional  changes  to  Labor's  employment  and 
training  programs  are  enacted,  how  would  the  changes  affect  the 
operations  of  these  250  offices?   Will  the  proposed  changes  impact 
on  the  Department's  entire  field  office  structure  of  over  1000 
offices? 

Answer.   Any  impact  of  the  proposed  legislation  would  be 
focused  on  ETA  which  has  129  offices.   Twenty-nine  are  in  10 
regional  cities  which  support  Job  Corps  (9  offices),  Apprentice 
Services  (10)  and  mainline  ETA  activities  (10).   ETA's  29  regional 
offices,  although  organizationally  distinct,  are  co-located  at  10 
regional  sites,  thereby  taking  advantage  of  economies  of  scale  and 
sharing  of  administrative  services.   Co-location  teams  are  currently 
evaluating  means  for  achieving  even  greater  efficiencies  and  savings 
and  further  reducing  duplication  of  services  at  each  of  the  10 
regional  sites. 

ETA  is  currently  working  on  possible  designs  for  a 
reorganization  any  of  which,  if  finalized,  could  have  an  effect  on 
the  agency's  regional  office  configuration. 

ETA  currently  has  100  field  offices  which  support  its 
Apprenticeship  Services  (BAT)  activities.   The  agency  is  conducting 
a  study  of  all  BAT  field  offices  and  is  in  the  process  of  closing 
three  offices  whose  areas  it  has  determined  can  be  adequately  served 
by  other  field  offices. 

None  of  the  organizational  alternatives  nor  the  proposed 
consolidation  legislation,  however,  would  diminish  the  Department's 
need  for  a  strong  and  effective  regional  presence.   Neither  Job 
Corps  nor  BAT  are  part  of  the  proposed  job  training  consolidation, 
and  the  need  will  continue  to  be  there  for  regional  staff  working 
closely  with  their  partners  and  job  training  customers. 

PROGRAM  CONSOLIDATION 

Question.   As  you  have  noted,  consolidation  of  training 
programs  would  make  programs  more  effective  by  cutting  bureaucracy 
and  streamlining  administration  and  accountability. 

Would  you  then  expect  a  consolidated  employment  and  training 
program  to  save  money,  thus  allowing  administrative  savings  to  be 
redirected  toward  expanding  services  within  the  current 
appropriations  level  of  §5  billion  to  be  spent  on  programs  that 
would  be  consolidated? 

Answer.   There  is  no  doubt  that  job  training  consolidation 
legislation  will  achieve  some  administrative  cost  savings  over  the 
long-term  as  programs  are  consolidated,  and  administrative 
structures  are  altered  and  simplified.   However,  based  on  an  Urban 
Institute  study,  the  savings  would  be  minimal.   Administrative 
savings  that  do  occur,  especially  at  the  State  and  local  levels, 
will  not  be  realized  immediately.   In  the  short-term,  there  would 
probably  not  be  savings  as  start-up  costs  of  new  system 
consolidation,  closeout  of  old  system,  and  modification  of  program 
and  financial  reporting  system  would  be  such  that  no  savings  could 
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be  achieved.   Longer-term  savings  as  a  percent  of  the  Federal 
expenditure  will  be  small  because  administrative  costs  represent  a 
small  proportion  of  total  program  costs,  and  there  is  already  some 
degree  of  service  delivery  integration.   Cutting  administrative 
costs  at  the  State  level  in  half  and  saving  20  percent  at  the  local 
level  translates  into  total  savings  of  only  3-5  percent.   Since 
expenditures  at  the  Federal  level  for  the  programs  being 
consolidated  are  only  a  small  fraction  of  program  costs  (generally 
less  than  1  percent)  the  potential  savings  at  this  level  are  very 
small.   These  savings  will  be  reduced  by  the  costs  of  investments 
required  for  transitioning  to  the  new  system  (e.g.,  closing  out  old 
grants) . 

Question.   How  many  fewer  staff  do  you  anticipate  the 
Department  will  need  to  administer  job  training  programs  following 
their  consolidation? 

Answer.   The  Employment  and  Training  Administration  has  already 
reduced  staffing  levels  significantly  over  the  past  16  years  -  by 
57%  since  1980,  and  28%  since  1992.   The  implementation  of  the  Job 
Training  Partnership  Act  and  the  amended  Wagner-Peyser  Act  resulted 
in  a  decentralized  employment  and  training  system  requiring  fewer 
Federal  staff;  thus,  ETA  has  already  achieved  much  of  the  savings 
that  consolidation  would  require.   Although  the  proposed  job 
training  consolidation  legislation  may  require  staff  reduction,  it 
will  not  eliminate  the  need  for  a  basic  Federal  presence  in  the 
administration  and  oversight  of  these  programs.    The  Federal 
government  will  be  an  influential  partner  in  helping   States; 
develop  their  job  plans  through  a  technical  assistance  capacity; 
build  the  job  training  infrastructure  through  One-Stop  Career 
centers  and  School-to-Work  systems  for  adult  and  youth  learning  and 
employment  services  respectively;  and  devise  sophisticated  systems 
for  monitoring  training  contractor  performance.   This  Federal 
leadership  role  would  also  be  evident  in  developing  and 
disseminating  )tnowledge  of  job  training  "best  practices",  and 
conducting  national  employment  and  job  training  activities. 

In  the  short-term,  staffing  levels  will  need  to  remain  at 
current  levels  since  ETA  will  be  closing  out  the  old  system  while 
concurrently  establishing  the  new  consolidated  system.   Closing  the 
old  system  will  include;  auditing  of  all  current  recipients  and 
their  subrecipients;  resolving  all  audit  findings,  including 
reconciling  financial  reports;  disposing  of  property  and  equipment; 
and  establishing  and  collecting  debt.   Our  closing  of  the 
Comprehensive  Employment  and  Training  Act  grants  revealed  that 
several  years  of  work  are  required  and  that  this  time  frame  will  be 
extended  due  to  the  adjudication  process. 

Question.   What  has  or  can  the  Department  do  under  law  to  help 
facilitate  program  coordination  and  increase  State  flexibility  prior 
to  the  full  implementation  of  consolidation  legislation? 

Answer.   Under  current  law,  the  Labor  Department  has  undertaken 
several  initiatives  to  facilitate  program  coordination  and  increase 
State  flexibility. 

Under  the  Department's  One-Stop  Career  Center  system,  for 
example,  States  and  local  communities  are  developing  and 
implementing  new  integrated  service  delivery  systems.   States  and 
localities  have  complete  flexibility  to  design  their  own  systems, 
providing  they  reflect  basic  accountability  standards  on 
universality,  customer  choice,  being  performance-driven  and  outcome 
based.   The  One-Stop  Career  Centers  provide  a  single  point  of  access 
for  labor  market  services. 

The  Department  has  launched  a  number  of  technical  assistance 
ventures  with  our  State,  local  and  association  partners  to  improve 
program  quality,  customer  service  and  system  performance  through  the 
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establishment  of  quality  practices  within  the  job  training  system. 
Examples  include: 

o   The  Enterprise  which  promotes  quality  practices  and  a  system 
of  certification  for  quality  organizations  throughout  the 
workforce  development  system  at  the  State  and  local  levels. 

o   The  Promising  and  Effective  Practices  Network  (PEPNet),  which 
identifies  the  best  in  youth  programs  that  have  demonstrated 
their  effectiveness  or  potential. 

o   The  Simply  Better  1  framework  which  helps  workforce  development 
organizations  at  both  State  and  local  levels  improve  quality 
practices  through  the  development  of  quality  tools 

o    A  Professional  Development  and  Training  Panel,  which  is 

assisting  in  the  development  of  coordinated  building  plans  and 
activities  across  the  system. 

The  Department  has  established  critical  linkages  between  the 
Unemployment  Insurance  and  EDWAA  systems  through  the  implementation 
of  UI  profiling  in  selected  States,  permitting  the  identification 
and  referral  of  dislocated  workers  to  the  EDWAA  program  early  in 
their  spell  of  unemployment  and  providing  dislocated  workers  more 
assured  access  to  reemployment  services.   The  National  School-to- 
Work  Act  provides  waivers  to  eliminate  barriers  to  program 
integration  for  as  many  as  30  youth  education  and  training  programs. 

NEW  PROGRAMS  VERSUS  CONSOLIDATION 

Question.   New  legislation  currently  being  considered  by 
Congress  to  consolidate  job  training  programs  may  be  in  effect  by  FY 
1998.   Why  establish  new  categorical  programs  at  this  time?   Doesn't 
this  run  contrary  to  the  bipartisan  effort  to  consolidate? 

Answer.   There  is  a  role  for  consolidated  programs  in  serving 
the  broad  population  of  individuals,  particularly  youth,  who  can 
benefit  from  job  training  programs.   However,  there  also  is  a  need 
for  complementary  programs  aimed  specifically  at  urban  and  rural 
areas  of  high  poverty.   The  consolidated  block  grants  in  the  House 
and  Senate  Bills  will  not  lend  themselves  to  programs  that 
concentrate  funds  in  high  poverty  neighborhoods. 

For  example,  the  CAREERS  Act  passed  by  the  House  would  create  a 
consolidated  youth  grant,  but  there  would  be  no  targeting  of  poor 
out-of-school  youth.   Similarly,  the  Workforce  Development  Act 
passed  by  the  Senate  does  not  target  poor  out-of-school  youth. 

The  Opportunity  Areas  for  Out-of-School  Youth  initiative  would 
ensure  that  the  needs  of  school  dropouts  in  high  poverty  areas  are 
addressed,  regardless  of  the  final  form  of  job  training 
consolidation  legislation.   Lacking  targeting  of  this  dif f icult-to- 
serve  population,  realistically,  we  could  not  expect  that  they  would 
receive  the  concentrated  services  they  need  under  a  broad  block 
grant.   However,  the  initiative  is  designed  so  that  it  could  be 
carried  out  through  the  consolidation  legislation  and  is  consistent 
with  many  of  its  key  features. 

SCHOOL-TO-WORK  FUNDING  AND  ADMINISTRATION 

Question.   I  understand  the  School  District  of  Philadelphia  has 
some  exciting  plans  for  enhancing  their  school-to-careers  system. 
Have  you  had  a  chance  to  visit  the  program  there?   In  addition  to 
their  School-to-Work  grant  through  the  State  of  Pennsylvania,  what 
other  sources  of  Federal  funding  might  the  school  district  seek  to 
expand  their  efforts? 
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Answer.   Yes.   Staff  from  the  National  School-to-Work  Office  as 
well  as  the  Department  of  Labor's  Philadelphia  Regional  Office  have 
visited  the  Philadelphia  school-to-careers  system. 

In  terms  of  other  sources  of  federal  funding,  the  School 
District  of  Philadelphia  may  want  to  think  of  ways  they  can 
strategically  leverage  funds  from  other  federal  and  state-funded 
initiatives  to  support  their  school-to-careers  system.   Some  sources 
they  may  wish  to  consider  are  JTPA,  Goals  2000,  and  Empowerment 
Zones. 

As  for  funding  under  the  School-to-Work  Opportunities  Act, 
although  the  majority  of  funds  appropriated  under  the  Act  are 
awarded  to  States,  Title  III  of  the  Act  allows  for  Local  Partnership 
grants  and  Urban/Rural  Opportunities  grants  to  be  awarded  directly 
to  local  partnerships.   Although  Philadelphia  applied  for  both 
rounds  of  Local  Partnership  competitions,  their  application  was  not 
selected  for  funding.   They  have  also  applied  for  both  rounds  of 
Urban/Rural  Opportunities  grants.   While  they  were  not  selected  for 
funding  in  the  PY  1994  competition,  the  results  of  the  PY  1995 
competition  are  forthcoming.   The  announcement  of  those  awards  is 
scheduled  for  July,  1996.   Philadelphia  is  welcome  to  request  copies 
of  the  reviewer's  comments  on  their  proposals  at  any  time. 

Question.   As  you  know,  proposed  legislation  to  consolidate 
Federal  employment  and  training  programs  would  require  close 
cooperation  between,  and  joint  administration  by  the  Departments  of 
Labor  and  Education. 

Are  there  lessons  from  the  joint  administration  of  School-to- 
Work  by  the  two  Departments  that  could  be  applied  to  the  larger 
scale  joint  administration  that  proposed  consolidation  would 
require? 

Answer.   Many  lessons  can  indeed  be  learned  from  the  joint 
administration  of  the  School-to-Work  initiative.   Some  of  the  major 
issues  are  as  follows: 

1.  Staff /Co-Location:   One  of  the  aspects  we  have  learned 
from  has  been  the  opportunity  to  jointly  staff  and  co-locate  the 
National  School-to-Work  office.   This  co-location  has  allowed  staff 
from  both  Departments  to  work  together  is  a  team  oriented 
environment.   In  addition  to  staff  from  the  Departments  of  Labor  and 
Education,  the  Office  also  has  a  number  of  staff  acquired  through 
Intergovernmental  Personnel  Agreements  (IPAs).   These  staff  are 
"borrowed"  from  such  entities  as  state  governments,  community-based 
organizations,  Private  Industry  Councils,  and  community  colleges. 
The  presence  of  these  staff  in  the  office  brings  a  very  important 
"reality  check"  to  the  initiative,  from  which  our  grantees  greatly 
benefit. 

2.  Grant  Administration:  One  of  the  most  important  and 
difficult  issues  the  initiative  is  faced  with  is  the  fact  that 
grants  are  awarded  through  two  different  Departments,  each  with 
their  own  grant  making  and  grant  administration  systems  and 
regulations.   As  a  result,  all  School-to-Work  grantees  are  not 
subject  to  the  same  procedures  and  rules  -  making  administration  of 
the  school-to-work  grants  somewhat  difficult  and  tenuous  at  times. 

3.  Administrative  Practices/Authority:    The  two  Departments 
have  different  practices  for  the   administration  of  the  National 
School-to-Work  Office.  This  is  in  terms  of  such  things  as  personnel 
actions,  and  spending  and  budget  authority.  This  results  in  a 
mismatch  in  the  day-to-day  administration  of  the  office. 
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OLDER  WORKERS 

Question.   Mr.  Secretary,  enrollees  in  the  Community  Service 
Employment  Program  for  Older  Workers  earn  the  minimum  wage  of  $4.25 
per  hour.   Your  FY  1997  budget  proposes  reducing  this  program  from 
$373  million  down  to  $350  million  for  the  program  year  which  starts 
July  1,  1997. 

How  many  fewer  jobs  would  be  financed  if  the  minimum  wage  were 
to  go  up  to  $5.15? 

Answer.   For  the  Community  Service  Employment  for  Older 
Americans  program,  we  estimate  that  the  number  of  participants  for 
the  1996  program  would  decrease  from  80,600  to  74,000:   a  loss  of 
6,600  participants.   For  FY  1997,  the  number  would  decrease  to 
68,300. 


Question.   Are  you  prepared  to  accept  the  trade-off  of  further 
reducing  the  number  of  enrollees  in  the  program,  given  that 
additional  appropriations  are  unlikely  to  become  available? 

Answer.   The  Senior  Community  Service  Employment  Program  will 
operate  at  the  level  provided  in  the  1997  appropriation. 

Question.   Is  it  reasonable  to  expect  that  sponsors  of  older 
worker  employment  projects  can  reduce  operating  expenses 
sufficiently  to  offset  higher  wages  without  cutting  jobs? 

Answer.   It  is  possible  that  the  project  sponsors  could 
increase  their  matching  percentage  in  order  to  partially  offset  the 
cost  of  a  minimum  wage  increase. 

PLANT  CLOSURE  IN  YORK,  PENNSYLVANIA 

Question.   Mr.  Secretary,  I  recently  wrote  to  you  about  the 
serious  situation  facing  workers  and  their  families  in  my  State  due 
to  the  impending  shutdown  of  the  Caterpillar  Precision  Barstock 
Product  Business  Unit  in  York,  Pennsylvania.   If  the  decision  cannot 
be  reversed,  an  estimated  1,100  workers  will  need  retraining  and 
employment  services  as  the  result  of  this  plant  closing.   This  is 
certainly  the  type  of  situation  that  the  Dislocated  Worker  job 
training  program  was  intended  to  address,  and  if  additional  funding 
from  your  national  reserve  account  becomes  necessary,  I  trust  you 
will  give  an  application  for  assistance  from  the  State  of 
Pennsylvania  a  high  priority. 

How  long  would  it  take  to  approve  such  an  application,  once  it 
is  received? 

Answer.   We  are  prepared  to  move  as  expeditiously  as  possible 
to  assist  the  Commonwealth  of  Pennsylvania  meet  the  retraining  and 
reemployment  needs  of  the  workers  who  are  dislocated  as  a  result  of 
the  closure  of  the  Caterpillar  plant.   Title  III  resources, 
including  State/local  formula  funds  as  well  as  national  reserve 
account  funds,  will  be  considered  to  provide  an  appropriate  response 
to  these  dislocated  workers. 


TRAVEL  IN  THE  DEPARTMENTAL  MANAGEMENT  ACCOUNT 

Question.   You  are  requesting  a  $2,710,000  travel  budget  for 
Departmental  Management  in  fiscal  1997,  an  increase  of  $35,000.   How 
much  of  this  travel  request  is  for  the  immediate  Office  of  the 
Secretary,  and  how  does  this  compare  to  fiscal  year  1996.   Isn't 
executive  travel  one  area  of  spending  where  we  could  further 
economize?   How  much  of  this  request  is  for  foreign  travel? 
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Answer.   Of  the  total  travel  request  of  $2,710,000  for  the 
Departmental  Management  Salaries  and  Expenses  appropriation  for 
fiscal  year  1997,  $113,000  is  requested  for  the  immediate  Office  of 
the  Secretary,  the  same  amount  provided  in  fiscal  year  1996.   In 
recent  years,  the  Department  has  reduced  travel  in  this  account,  and 
it  is  for  this  reason  that  the  travel  request  for  FY  1997  equals  the 
level  provided  in  FY  1996.   In  real  terms,  because  this  account  is 
absorbing  the  costs  of  inflation  in  this  area,  the  request  for  FY 
1997  reflects  a  reduction  of  three  (3)  percent  in  this  area.   Of  the 
request  for  the  immediate  Office  of  the  Secretary,  less  than  $5,000 
is  anticipated  to  be  obligated  for  international  travel.   Of  the 
total  request  of  $2,710,000,  approximately  $155,000  is  anticipated 
to  be  obligated  for  international  travel.   With  the  exception  of 
$5,000  estimated  for  international  travel  in  the  immediate  Office  of 
the  Secretary,  the  balance  of  the  total  of  $150,000  is  requested  for 
the  Bureau  of  International  Labor  Affairs. 


IMPACT  ON  SUMMER  EMPLOYMENT  OF  RAISING  THE  MINIMUM  WAGE 

Question.   Mr.  Secretary,  your  budget  request  states  that  the 
Department  will  work  with  private  employers  in  an  attempt  to  reverse 
the  downward  trend  in  the  number  of  youth  they  are  hiring  exclusive 
of  the  Summer  Youth  Employment  Program.   What  impact  do  you 
anticipate  raising  the  minimum  wage  will  have  on  the  willingness  of 
employers  to  hire  youth  in  the  summer. 

Answer.   Study  after  study  has  shown  that  a  modest  increase  in 
the  minimum  wage  does  not  reduce  employment. 

It  is  also  worth  noting,  however,  that  the  Fair  Labor  Standards 
Act  already  contains  a  number  of  provisions  that  relate  to  youth 
employment  and  the  minimum  wage.   For  example,  the  current  law 
permits  the  payment  of  85  percent  of  the  minimum  wage  to  full-time 
students,  learners  and  apprentices.   Tipped  employees  (e.g., 
waiters,  delivery  service  people,  etc.)  can  now  be  paid  50%  of  the 
minimum  wage  as  long  as  their  tips  and  wages  combined  surpass  the 
minimum  wage.   Moreover,  the  law  completely  exempts  from  its  minimum 
wage  requirements  casual  baby  sitters,  workers  on  small  farms, 
students  working  in  public  or  private  elementary  and  secondary 
schools  whose  work  is  part  of  their  education,  and  workers  in  small 
"mom  and  pop"  businesses  (assuming  the  employee  does  not  engage  in 
interstate  commerce  or  the  production  of  goods  for  commerce) . 

MINIMUM  WAGE  IMPACT 

Question.   What  impact  do  you  expect  a  higher  wage  will  have  on 
struggling  small  businesses  that  barely  make  a  profit  now? 

Answer.   There  is  no  question  that  small  businesses  face  some 
pretty  tough  challenges.   Competition  is  severe  and  profit  margins 
are  slim.   The  President  has  repeatedly  pushed  all  of  us  in  his 
cabinet  to  do  everything  possible  to  promote  the  growth  of  small 
businesses.   For  example,  most  recently,  the  Administration  has 
pushed  hard  for  a  tax  credit  for  employee  training  expenses  paid  by 
small  businesses  that  gross  less  than  $10  million  a  year. 

From  the  beginning  of  his  term,"  Bill  Clinton  focused  the  work 
of  this  Administration  on  improving  the  economy  and  putting  our 
fiscal  house  in  order,  and  these  efforts  have  paid  off  by  laying  the 
foundation  for  the  current  economic  expansion.   Businesses, 
especially  small  businesses,  have  worked  hard  these  past  four  years 
and  have  helped  the  country  grow  and  prosper.   The  problem  is  that 
minimum  wage  workers  have  been  left  behind.   They  have  not  shared  in 
this  recovery.   They  have  not  had  a  pay  raise  in  five  years. 

The  President  wants  to  make  things  easier,  not  harder,  for 
small  business  owners.   That  is  why  he  agreed  to  support  only  a  very 
modest  increase  in  the  minimum  wage.   When  President  Eisenhower 
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raised  the  minimum  wage  by  33%  in  1956,  the  value  of  the  minimum 
wage  in  1995  dollars  rose  to  $5.16,  just  a  penny  away  from  the 
current  proposal.   When  President  Nixon  raised  the  minimum  wage  by 
25%  in  1974,  the  value  of  the  minimum  wage  in  1995  dollars  rose  to 
S5.87,  or  72  cents  more  than  the  current  proposal. 

Each  time  that  the  minimum  wage  has  been  raised  by  Democrats 
and  Republicans,  the  goal  has  been  to  set  the  amount  at  a  level  that 
does  not  hurt  small  businesses  nor  cause  job  loss.   New  Jersey  dealt 
with  this  issue  in  1992  when  it  increased  its  own  minimum  wage. 
Many  in  the  State  feared  it  would  cost  profits  and  jobs,  especially 
since  the  Federal  government  was  not  bring  the  rest  of  the  states 
along.   However,  as  one  small  businessman  recently  commented  on 
WNVC's  On    the  Line:    "I'm  a  small  business  owner  here  in  Newark,  New 
Jersey,  and  I  always  thought  that  raising  the  minimum  wage  would 
affect  negatively  a  lot  of  people  in  the  lower  income  levels  (and 
small  business  owners)....  As  it  turns  out,  it  was  no  big  deal.... 
Before,  I  hired  people  at  $4.25  and  I  didn't  expect  much,  and  I  did 
not  get  much.   Now,  at  $5.00,  I'm  somewhat  more  careful,  and  it 
certainly  has  not  affected  my  business  that  much." 

DAVIS-BACON  WAGE  SURVEYS 

Question.   You  are  requesting  an  increase  of  $3,750,000  to 
improve  the  accuracy  of  Davis-Bacon  wage  surveys.   These  surveys 
have  been  criticized  recently  as  being  susceptible  to  fraud  in  the 
determination  of  prevailing  wages  for  purposes  of  the  Davis-Bacon 
Act.   Couldn't  this  work  be  initiated  now,  using  extra  resources 
provided  in  fiscal  1996? 

Answer.   Additional  resources  totaling  $3.75  million  —  but  no 
additional  FTE  —  are  requested  for  FY  1997  to  develop  and  implement 
improved  methodologies,  systems  and  procedures  to  obtain  and 
adequately  verify  the  accuracy  of  construction  industry  wage  data 
received  during  Davis-Bacon  wage  surveys,  expand  the  geographic 
scope  of  wage  surveys  and  participation  in  the  survey  process,  and 
improve  the  timeliness  of  the  resulting  prevailing  wage 
determinations. 

The  current  Davis-Bacon  survey  process  is  very  resource- 
intensive;  because  of  limited  resources,  only  about  150  wage  surveys 
are  completed  each  year.   As  a  consequence,  the  average  Davis-Bacon 
wage  determination  is  based  on  survey  data  that  is  several  years 
old.   Also,  the  current  system's  reliance  on  "third  party"  (i.e., 
data  from  State  governments,  labor  unions  and  contractor 
associations)  wage  data  submissions  has  raised  serious  questions 
about  the  accuracy  of  some  of  the  wage  determinations  that  have  been 
issued.   In  order  to  enhance  the  frequency  and  timeliness  of  Davis- 
Bacon  wage  surveys,  address  the  potential  weaknesses  of  the  current 
system,  and  strengthen  the  integrity  of  the  entire  process,  we  have 
requested  the  additional  resources.   However,  our  proposal  does  not 
merely  call  for  adding  resources  to  improve  the  current  system,  but 
instead  proposes  to  evaluate  and,  where  feasible,  develop  and 
implement  alternative  reliable  methodologies  or  procedures  that  will 
yield  more  accurate  and  timely  construction  industry  wage 
determinations  at  a  reasonable  cost. 

The  Department  has  already  begun  this  process  using  available 
but  limited  resources.   For  example,  we  have  been  conducting 
discussions  with  independent  outside  parties  to  explore  the 
feasibility  of  privatizing  all  or  parts  of  the  wage  survey  process. 
These  discussions  are  not  focused  exclusively  on  privatizing  the 
existing  wage  survey  methodology  but  also  encompass  other  approaches 
and  technologies  currently  available  that  might  be  adapted  to  the 
collection  and  analysis  of  construction  industry  wage  data. 

The  Department  also  has  been  reviewing  methods  used  in 
implementing  State  "little  Davis-Bacon  Laws"  to  determine  whether 
there  are  any  approaches  being  utilized  by  the  states  that  might 
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provide  useful  models  for  reinventing  the  Federal  process,  and  the 
Department  is  continuing  to  explore  the  possibility  of  expanding 
BLS's  current  data  collection  to  include  data  from  the  construction 
industry  that  would  be  sufficient  to  meet  wage  determination  needs 
under  the  Davis-Bacon  Act.   Other  possible  alternative  approaches  to 
addressing  various  aspects  of  the  Davis-Bacon  wage  survey  process, 
including:  broadening  the  geographic  area  of  wage  determinations; 
privatizing  some  of  the  data  collection  functions;  and  using 
independent  authoritative  sources  of  construction  industry 
prevailing  wage  data  are  being  explored. 

However,  additional  resources  are  needed  to  achieve 
significant  improvement  in  the  survey  process  should  other 
alternatives  not  prove  feasible  or  cost-effective.   For  example, 
Computer-Assisted  Telephone  Inquiry  (CATI)  technologies  and  expert 
computer  systems  could  be  developed  to  obtain  and  analyze  wage  data 
submissions  for  inconsistencies  and  inaccurate  data,  reducing  the 
possibility  of  inaccurate  or  inappropriate  data  being  used  in  wage 
determinations'.   New  document  scanning  and  electronic  data 
interchange  (EDI)  technologies  could  be  employed  to  facilitate  data 
collection  efforts.   Such  process  improvements  would  allow 
increasing  the  frequency  of  surveys,  so  that  all  localities  would  be 
surveyed  every  two  to  three  years. 

Question.   How  long  do  you  estimate  it  will  take  to  complete 
this  project? 

Answer.   Our  evaluation  of  possible  alternative  approaches  and 
improvements  is  continuing;  we  are  working  to  complete  the  current 
effort  by  the  end  of  this  fiscal  year.   At  this  time,  it  is  still 
too  early  to  predict  the  specific  improvement  avenues  that  will  be 
pursued  due  to  our  ongoing  and  as  yet  incomplete  evaluation,  as  well 
as  the  concurrent  review  of  the  Davis-Bacon  wage 

survey/determination  system  by  the  GAO  and  the  OIG  which  may  produce 
findings  or  recommendations  that  would  need  to  be  accommodated  in 
the  next  stage  of  our  effort. 

We  are  doing  as  much  work  as  we  can  in  this  area  with  the 
resources  finally  provided  for  FY  1996,  but  additional  resources  — 
as  requested  for  FY  1997  —  will  be  required  to  complete  the 
evaluation  process  and  begin  to  implement  needed  improvements. 

IMMIGRATION  INITIATIVE  . 

Question.   You  are  requesting  an  increase  of  §15,158,000  to 
hire  200  new  investigators  and  support  staff  to  enforce  minimum  wage 
and  overtime  laws,  targeted  at  areas  and  industries  where  employment 
of  illegal  aliens  is  most  prevalent. 

What  safeguards  are  being  taken  to  make  sure  that  your  efforts 
to  discourage  employment  of  illegal  aliens  do  not  adversely  affect 
the  employment  of  legal  immigrants? 

It  is  my  contention  that  legal  immigration  builds  a  stronger 
America,  and  that  highly  skilled  immigrants  create  more  jobs.   Can 
we  successfully  continue  to  meld  this  healthy  immigration  with 
policies  that  avoid  displacing  U.S.  citizens? 

Answer.   Our  national  immigration  policy  must  —  and  I  firmly 
believe  it  can  —  successfully  accommodate  a  generous  legal 
immigration  policy  that  avoids  displacing  U.S.  workers  —  citizens, 
legal  permanent  residents  and  others  authorized  to  work  in  the 
United  States. 

At  present  our  immigration  policy  does  not  achieve  this 
balance.   In  large  part,  that  is  why  the  Administration  has  been 
strongly  advocating  reform  of  our  immigration  system  —  both  to 
improve  control  of  illegal  immigration  and  to  reform  our  legal 
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immigration  system.   The  Administration  has  supported  such  reforms 
proposed  by  the  Commission  on  Immigration  Reform  (the  Jordan 
Commission),  and  offered  in  the  Senate  by  Senator  Simpson. 

The  Administration  believes  that  improved  control  of  illegal 
immigration  is  absolutely  necessary  —  and  has  taken  important  steps 
to  achieve  improved  control  —  in  order  to  maintain  public 
confidence  in  and  support  for  a  generous,  humane  legal  immigration 
policy  that  reunites  families,  meets  the  needs  of  U.S.  employers  and 
workers,  and  respects  our  proud  tradition  of  welcoming  refugees. 
Our  efforts  to  discourage  employment  of  illegal  immigrants  — 
through  border  control  and  worksite  enforcement  of  minimum  labor 
standards  and  employer  sanctions  --  directly  serve  the  interests  of 
legal  immigrants  by  protecting  their  employment  opportunities,  wages 
and  working  conditions.   Our  commitment  to  vigorous  enforcement  of 
the  anti-discrimination  provisions  of  the  immigration  law  also  serve 
their  interests  by  helping  assure  that  necessary  employment 
eligibility  verification  by  employers  does  not  disadvantage  legal, 
work-authorized  immigrants. 

The  Administration  also  believes,  and  has  continued  to  provide 
the  Congress  with  the  evidence,  that  our  current  system  of  legal 
employment-  or  skills-based  immigration  does  not  adequately  protect 
the  job  opportunities,  wages  and  working  conditions  of  U.S.  workers. 
That  is  why  we  have  proposed  a  number  of  specific  changes  —  and 
supported  other  changes  proposed  by  Senators  Simpson  and  Kennedy  — 
which  would  improve  U.S.  worker  protections  without  impeding  U.S. 
employers  access  to  the  international  labor  market  to  meet  urgent, 
high-skill  needs  that  our  domestic  labor  market  cannot  meet  in 
sufficient  quantity  or  with  sufficient  speed.   Unfortunately,  the 
Congress  has  been  unable  to  move  forward  with  these  needed  and 
important  changes. 

DECREASE  IN  NUMBER  OF  INSPECTIONS 

Question.   The  numbers  of  inspections  and  citations  in  1995 
were  at  the  lowest  level  in  the  history  of  OSHA  and  the  value  of 
proposed  fines  the  lowest  since  the  statutory  maximums  were 
expanded.   What  is  the  reason  for  this  apparent  diminishment  of 
enforcement  activity? 

Answer.   A  combination  of  factors,  not  the  least  of  which  are 
proposed  budget  reductions  and  recent  fiscal  uncertainties,  has 
reduced  the  number  of  on-board  compliance  officers.   This  has  led  to 
a  corresponding  decrease  in  inspections. 

In  addition,  OSHA  is  changing  the  way  it  does  business.   The 
agency  is  spending  less  time  in  the  better  workplaces.   With  our 
more  streamlined  approach  to  handling  employee  complaints  and 
improvements  to  our  system  of  selecting  employers  for  inspection, 
the  agency  is  doing  a  better  job  of  targeting  the  workplaces  most 
hazardous  to  the  safety  and  health  of  employees.   With  our  available 
resources,  we  are  spending  more  time  in  hazardous  workplaces, 
developing  significantly  larger  cases. 

Finally,  we  are  attempting  to  focus  our  inspection  resources 
on  the  most  serious  hazards.   In  the  construction  industry,  for 
example,  we  have  instituted  a  focused  inspection  program  in  which  we 
look  for  the  four  types  of  hazards  which  cause  90  percent  of  all 
injuries  and  fatalities:   falls,  being  struck  by  equipment/ 
materials,  electrocutions,  and  being  caught  in  between  equipment/ 
materials.   If  the  general  contractor  has  an  effective  safety  and 
health  program  in  place,  we  leave  the  worksite  without  further 
inspection.   This  practice  has  resulted  in  fewer  construction 
inspections,  since  our  former  practice  was  to  inspect  not  only  the 
general  or  prime  contractor,  but  all  subcontractors  on  site. 
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EGREGIOUS  CASES 

Question.   The  Arcadian  case  before  the  OSHA  Review  Commission 
last  fall  seems  to  put  serious  constraints  on  OSHA's  "egregious 
case"  policy.   Aside  from  that  specific  case  (which  has  been 
appealed),  does  OSHA  intend  to  continue  its  reliance  on  this 
doctrine  to  assess  extraordinarily  large  penalties  on  the  "worst 
offenders?" 

Answer.   OSHA  will  continue  to  apply  the  maximum  penalties  on 
the  worst  offenders  of  OSHA  standards.   Egregious  cases,  in  which 
penalties  are  assessed  for  each  separate  violation  of  a  standard 
(rather  than  grouping  such  violations),  are  only  a  small  subset  of 
the  significant  enforcement  cases  OSHA  develops  each  year.   The 
Arcadian  decision  has  limited  impact  on  the  egregious  policy  because 
it  applies  only  to  general  duty  violations. 

INCREASED  FUNDING  FOR  CONSULTATION 

Question.   Various  bills  in  the  104th  Congress  would  mandate 
that  an  increased  percentage  of  OSHA's  budget  be  devoted  to 
voluntary  consultation  and  training  rather  than  to  enforcement.   The 
agency's  position  that  a  substantial  enforcement  effort  should  be 
sustained  is  well  known.   But  what  of  the  consultation  program?   How 
would  OSHA  deploy  an  increase  in  that  portion  of  the  budget?   Is 
there  demand  from  the  business  community  for  expanded  services  as 
evidenced  by,  say,  waiting  lists? 

Answer.   Increases  in  funding  for  OSHA's  7(c)(1)  consul- 
tation program  would  be  distributed  to  the  48  State  7(c)(1)  projects 
as  a  program  increase  based  on  the  funding  formula  developed  by  an 
OSHA/State  consultation  task  group.   This  formula  is  designed  to 
move  consultation  projects  toward  equitable  funding  in  relation  to 
the  number  of  small,  high  hazard  businesses  located  in  each  state. 

In  recent  years,  there  has  been  an  overall  backlog  in  State 
consultation  projects  of  about  3,000  cases  per  year.   Some  states 
have  developed  a  significant  backlog  of  consultation  requests, 
especially  for  industrial  hygiene  services.   Visits  to  such 
businesses  require  more  intensive  services  to  ensure  a  safe  and 
healthful  workplace,  including  the  provision  of  safety  and  health 
program  assistance.   In  addition,  many  projects  are  focusing  on 
targeted  training  and  assistance  activities. 


REVISIONS  TO  RECORDKEEPING  RULE 

Question.   You  have  proposed  new  OSHA  record  keeping  and 
reporting  requirements  for  ergonomic  injuries  and  illnesses,  in  the 
Federal  Register. 

How  many  comments  have  been  received  in  response  to  these 
proposed  new  reporting  requirements? 

Answer.   In  February  1996,  OSHA  published  a  notice  of  proposed 
rulemaking  to  revise  OSHA's  injury  .and  illness  recordkeeping  and 
reporting  system.   The  changes  are  expected  to  result  in  improved 
workplace  injury  and  illness  data  while  reducing  paperwork  burdens 
on  the  regulated  community.   The  comment  period  has  been  extended  to 
July  1.   As  of  June  3,  we  have  received  nearly  250  comments  on  the 
proposal,  and  have  held  five  days  of  public  meetings.   We  have  not 
yet  determined  the  number  of  comments  related  to  ergonomic  injuries 
and  illnesses. 


Question.   When  do  you  expect  to  move  forward  with  final 
regulations  incorporating  new  OSHA  ergonomic  reporting  requirements? 
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Answer.   When  the  public  comment  period  is  complete,  OSHA 
will  analyze  the  comments  and  suggestions  received  and  draft  a  final 
rule.   We  intend  to  pursue  this  rulemaking  diligently  so  that 
employers  and  employees  can  realize  the  benefits  of  these  rule 
changes  as  quickly  as  possible.   However,  time  will  be  needed  to 
consider  the  difficult  policy  issues  involved  in  this  rulemaking. 

Question.   How  do  the  proposed  new  reporting  rules  change  the 
definition  of  ergonomic  injury? 

Answer.   The  proposed  reporting  changes  do  not  expand  on  the 
definition  of  a  recordable  ergonomic  injury  or  illness.   The  current 
rule  requires  the  employer  to  determine  if  the  case  is  an  injury  or 
an  illness.   The  proposed  changes  would  simplify  the  definition  of  a 
recordable  musculoskeletal  disorder  by  eliminating  this  requirement. 
Any  case  would  be  recorded  if  it  results  in:   clinical  diagnosis  by 
a  qualified  health  care  provider;  observable  physical  abnormalities 
such  as  swelling,  loss  of  range  of  motion,  or  positive  test  results; 
or  symptoms  such  as  pain  or  tingling  that  result  in  medical 
treatment  beyond  first  aid,  loss  of  consciousness,  restriction  of 
work  or  transfer  to  another  job. 

Question.  Do  you  expect  these  new  reporting  requirements  to 
significantly  expand  the  number  of  ergonomic  injuries  reported  and 
disseminated  in  Labor  Department  statistical  releases? 

Answer.   OSHA  does  not  expect  the  new  requirements  to  increase 
significantly  the  total  number  of  reported  work-related  ergonomic 
injuries  and  illnesses.   Concurrent  changes  to  the  definitions  of 
work-related  injuries  and  illnesses,  medical  treatment  beyond  first 
aid,  and  restricted  work  activity  may  actually  result  in  fewer  cases 
being  considered  recordable. 

INCREASED  EMPHASIS  ON  COMPLIANCE  ASSISTANCE 

Question.   The  fiscal  year  1996  appropriation  for  OSHA  made  a 
significant  shift  in  resources  from  Federal  enforcement  to 
compliance  assistance  activities.   Your  fiscal  1997  request 
continues  this  trend. 

How  will  this  shift  in  emphasis  toward  compliance  assistance 
fundamentally  change  the  way  OSHA  does  business? 

Answer.   The  New  OSHA  emphasizes  cooperation  and  assistance  in 
working  with  employers.   The  shift  in  resources  from  enforcement  to 
compliance  assistance  reflects  more  accurately  the  outreach  activity 
that  is  currently  being  performed  in  the  field.   The  shift 
institutionalizes  the  agency's  offer  of  partnership  to  employers  who 
are  striving  to  improve  safety  and  health  in  their  workplaces.   The 
FY  1997  budget  request  seeks  increases  for  compliance  assistance  to 
expand  our  outreach  capabilities  and  ability  to  offer  partnership  to 
willing  employers. 

However,  partnership  alone  is  not  sufficient.   The  agency  is 
committed  to  maintaining  a  strong  enforcement  presence  to  serve  both 
as  an  inducement  to  employer  cooperation  and  a  means  of  addressing 
those  employers  who  do  not  live  up  to  their  responsibilities  to 
provide  a  safe  and  healthy  workplace. 

Question.   What  evidence  is  there  that  Federal  compliance 
assistance  actually  reduces  workplaces  hazards  more  than  the 
traditional  enforcement  approach? 

Answer.   It  is  not  possible  to  quantify  precisely  which 
f actor--enforcement  or  compliance  assistance — is  most  responsible 
for  the  progress  OSHA  has  made  in  reducing  fatalities  as  well  as 
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workplace  injuries.   We  believe  the  best  approach  embodies 
compliance  assistance  programs  such  as  consultation,  training  grants 
and  the  Voluntary  Protection  Programs,  along  with  partnerships 
between  OSHA,  labor  and  industry.   Our  strategy  also  includes  strong 
enforcement  in  those  firms  who  refuse  to  protect  their  workers. 

We  are  beginning  to  see  results  from  the  innovative  programs 
OSHA  has  developed  in  the  past  two  years.   For  instance,  employers 
in  Maine  who  participated  in  the  Maine  200  program,  which  gave  them 
a  choice  between  partnership  and  traditional  enforcement, 
experienced  a  47  percent  decrease  in  workers  compensation 
compensable  claims.   Over  half  of  these  employers  have  already 
achieved  measurable  reductions  in  workplace  injuries  and  illnesses. 

In  Atlanta,  OSHA  worked  closely  with  a  steel  manufacturer, 
saving  three  lives  and  reducing  the  company's  workers  compensation 
costs  from  $4.26  per  employee  per  day  to  just  18  cents.   In  New 
Jersey,  OSHA  worked  with  state  officials  and  contractors  to  reduce 
lead  exposures  resulting  from  bridge  repair  work;  over  four  years, 
the  number  of  over-exposed  workers  dropped  from  one  in  four  to  one 
in  fifty.   In  St.  Louis,  OSHA  worked  with  builders  and  workers  to 
reduce  fall-related  injuries  by  74  percent  in  six  months.   This  is 
hard  evidence  that  the  New  OSHA  is  making  workplaces  safer  and  more 
healthful  for  working  Americans. 


ACTIVITIES  ON  ERGONOMICS 

Question.   The  final  appropriations  measure  for  FY  1996 
contains  language  prohibiting  OSHA  from  issuing  a  protective 
standard  on  ergonomics,  or  even  guidelines  to  help  employers  address 
work-related  musculoskeletal  disorders,  but  allows  continued 
research  on  development  activities.   What  research  and  development 
activities  are  continuing,  and  what  further  work  to  you  anticipate 
in  FY  1997  related  to  addressing  ergonomic  injuries  and  illnesses? 

Answer.   During  the  past  year,  as  a  result  of  the 
Congressional  rider,  OSHA  has  diverted  most  of  the  staff  that  had 
been  assigned  to  the  ergonomic  protection  rulemaking  to  other 
projects.   Given  OSHA's  limited  resources,  it  was  not  appropriate  to 
maintain  the  high  level  of  activity  in  an  area  where  the  final 
product,  a  standard,  could  not  be  achieved.   We  have  continued 
working  with  representatives  of  the  health  care  industry  to  develop 
tools  for  evaluating  jobs  involving  patient  handling.   Work  has 
continued  with  researchers  outside  the  agency  to  validate  the 
checklist  OSHA  provided  with  the  proposed  draft  standard  as  an 
example  of  a  tool  to  evaluate  jobs  to  determine  if  they  need  to  be 
controlled.   In  addition,  we  have  contracted  for  a  peer  review  of 
the  draft  risk  assessment. 

OSHA  is  in  the  process  of  determining  what  other  activities 
can  be  performed  within  the  constraints  of  the  rider.   We  expect 
that  these  will  include  additional  applied  research,  as  well  as  the 
development  of  educational  materials. 

DEPARTMENTAL  STAFFING 

Question.   The  Department  has  requested  an  additional  419  FTEs 
in  FY  1997   to  carry  out  its  mission  with  a  total  of  17,074  FTEs. 
Once  these  FTEs  are  allocated  to  the  major  Labor  components  or 
program  areas,  how  many  of  the  17,074  FTEs  would  then  be  allocated 
to  the  field  offices  supporting  each  component?   Please  provide  the 
number  of  (1)  FTEs  by  field  office  and  (2)  1-  and  2-person  field 
offices  within  each  component. 

Answer.   Of  the  17,074  FTEs  requested,  approximately  10,600  or 
slightly  over  62  percent  would  be  located  in  the  field. 
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Although  there  are  some  1-  and  2-  person  field  offices,  these  are 
generally  explained  by  the  circumstances  of  that  particular  office. 
For  example,  a  training  center  may  have  only  one  or  two  employees 
operating  the  facility,  but  there  may  be  many  employees  receiving 
training  in  that  space  at  any  point  in  time.   So  in  this  instance, 
to  characterize  this  facility  as  a  one  person  office  may  be 
misleading  without  knowing  the  context  of  the  situation.    FTEs  by 
Region  and  1-  and  2-  person  field  offices  are  listed  below  for  each 
DOL  component : 


Employment 

and  Training  Admini 

stration 

LOCATION 

NUMBER  OF  FTEs 

1-  AND  2-  PERSON 
OFFICES 

Boston 

60 

New  York 

79 

Philadelphia 

93 

Atlanta 

113 

Chicago 

117 

14 

Dallas 

77 

Kansas  City 

60 

Denver 

51 

San  Franscisco 

86 

Seattle 

49 

Pension  and  Welfare  Benefits  Administration 

LOCATION 

NUMBER  OF  FTEs 

1-  AND  2-  PERSON 
OFFICES 

Boston 

44 

New  York 

35 

Philadelphia 

37 

Atlanta 

47 

Chicago 

76 

Dallas 

27 

Kansas  City 

45 

Denver 



San  Franscisco 

60 

Seattle 

11 

Pension  Benefits  Guaranty  Corporation 

LOCATION 

NUMBER  OF  FTEs 

1-  AND  2-  PERSON 
OFFICES 

Boston 

0 

New  York 

0 

1  Philadelphia 

0 

Atlanta 

0 

1  Chicago 

0 

Dallas 

0 



Kansas  City 

0 

Denver 

0 

San  Franscisco 

0 

Seattle 

0 

Employment  Standards  Administration 


LOCATION 

NUMBER  OF  FTEs 

1-  AND  2- 
OFFICES 

PERSON 

Boston 

179 

3 

New  York 

283 

3 

Philadelphia 

385 

19 

Atlanta 

531 

45 

Chicago 

455 

26 

Dallas 

368 

24 

Kansas  City 

148 

2 

Denver 

72 

8 

San  Franscisco 

435 

3 

Seattle 

82 

3 

Occupational  Safety  and  Health  Administration 


LOCATION 

NUMBER  OF  FTEs 

1-  AND  2-  PERSON 
OFFICES 

Boston 

147 

New  York 

235 

Philadelphia 

165 

Atlanta 

224 

Chicago 

340 

Dallas 

211 

Kansas  City 

97 

Denver 

138 

San  Franscisco 

48 

Seattle 

46 

Mine  Safeti 

i   and  Health  Administration 

LOCATION 

NUMBER  OF  FTEs 

1-  AND  2- 
OFFICES 

PERSON 

Boston 



New  York 



Philadelphia 

974 

Atlanta 

446 

Chicago 

160 

84 


Dallas 

70 

4 

Kansas  City 



1 

Denver 

299 

3 

San  Franscisco 

85 

Seattle 

___ 

1 

Bureau  of  Labor  Statistics 

LOCATION 

NUMBER  OF  FTEs 

1-  AND  2-  PERSON 
OFFICES 

Boston 

61 

New  York 

95 

Philadelphia 

88 

Atlanta 

110 

Chicago 

139 

Dallas 

90 

Kansas  City 

88 

Denver 



San  Franscisco 

138 

Seattle 

___ 

Office  of  Inspector  General 

LOCATION 

NUMBER  OF  FTEs 

1-  AND  2-  PERSON 
OFFICES 

Boston 

18 

1 

New  York 

60 

3 

Philadelphia 

56 

1 

Atlanta 

47 

Chicago 

47 

2 

Dallas 

35 

Kansas  City 

13 

Denver 

7 

San  Franscisco 

33 

Seattle 

10 

Assistant  Secretary  for  Veterans  Traini 

ng  and  Employment 

LOCATION 

NUMBER  OF  FTEs 

1-  AND  2-  PERSON 
OFFICES 

Boston 

17 

New  York 

17 

Philadelphia 

23 

Atlanta 

37 

Chicago 

38 

85 


Dallas 

22 

Kansas  City 

13 

Denver 

16 

San  Franscisco 

23 

Seattle 

14 

Departmental  Management 

LOCATION 

NUMBER  OF  FTEs 

1-  AND  2-  PERSON 
OFFICES 

Boston 

68 

New  York 

89 

Philadelphia 

135 

Atlanta 

109 

Chicago 

122 

Dallas 

83 

Kansas  City 

61 

Denver 

26 

1 

San  Franscisco 

100 

1 

Seattle 

19 

BIG  GOVERNMENT 

Question:   Mr.  Secretary,  I  fought  hard  this  past  year  to 
preserve  workplace  safety  programs  from  deep  cuts  coming  from  the 
House  side  of   Congress,  limiting  reductions  to  levels  that  would 
avoid  furloughs  and  allow  downsizing  of  staff  through  attrition. 
Now  you  are  proposing  a  net  increase  of   419  full-time  equivalent 
staff  for  the  Labor  Department,  and  a  total  budget  increase  of  over 
SI  billion  in  fiscal  year  1997. 

How  does  this  recommendation  square  with  the  President's  State  of 
the  Union  statement  that  the  era  of  big  government  is  over? 

Why  do  you  need  to  expand  staffing,  when  your  budget  indicates  a 
sizable  amount  of  savings  are  becoming  available  through  reinvention 
efforts  that  are  reducing  overhead  costs  and  increasing  the 
efficiency  of  existing  staff? 

How  much  would  be  needed  for  your  workplace  safety  activities 
compared  to  the  President's  request,  to  maintain  operations  at  the 
FY  1996  levels? 

Answer:   The  President's  1997  Budget,  which  freezes  total  1997 
outlays  at  approximately  the  1996  level,  charts  a  path  to  balance 
the  budget  of  the  Federal  government  by  2002.   Savings  in  many 
areas,  including  those  of  this  Subcommittee,  are  required  to  achieve 
that  goal.   This  can  be  achieved  while  investing  in  areas  under  this 
Subcommittee's  jurisdiction  such  education  and  training  and  worker 
protection,  as  well  as  the  environment,  science  and  technology,  and 
other  priorities,  and  providing  SlOO  billion  in  tax  relief  to  middle 
income  Americans  and  small  businesses.   The  President's  budget  plan 
of  1993,  which  he  enacted  with  the  last  Congress,  has  already  cut 
the  budget  deficit  nearly  in  half  in  three  years  (From  $290  billion 
in  1992  to  $164  billion  in  1995),  and  the  plan  submitted  with  this 
budget  can  eliminate  it  by  2002. 
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U.S.  DEPARTMEriT  OF  LABOR 

FTE  REDUCTIONS 

33  %  DECREASE  FOM  1980 

12  %  DECREASE  FROM  1992 


You  are  correct.   We  are  streamlining  and  reinventing  the  Department 
of  Labor.   Since  September,  1992,  we  have  been  involved  continuously 
in  a  process  to  reduce  the  DOL's  employment  levels  consistent  with 
the  272,900 
government- 
wide  reduction 
in  employment 
by  1999 
mandated  by 
P.L.  103-226, 
the  Federal 
Workforce 
Restructuring 
Act  of  1994. 
DOL's  goal  was 
a  12%  staff 
reduction  by 
1999.   As  of 
April,  1996, 
we  have 
already 
achieved  this 
goal  by 
reducing  FTE 
by  2,169,  from 
18,237  to 
16,068,  a  12% 
reduction  in 
FTE  in  less 
than  four 
years. 


1 

-m 

1- 

1 

m 

t 

H 

m 

i 

1 

1 

u 

1 

FY  19M  b  prpjactsd  Inxn  April,  ISM  amploymsnt 


We  have  also  attempted  to  re-deploy  staff  from  overhead,  or 
"control",  positions  to  front-line  positions  where  the  real  work  of 
the  Department  is  concentrated.   If  anything,  the  Department's 
statutory  responsibilities  to  the  workers  of  this  country  and  their 
families  have  increased  and  this  has  forced  us  to  'work  smarter'. 
The  staff  reductions  that  we  have  accomplished  have  come 
disproportionately  from  "overhead"  areas  as  non-front-line  positions 
have  decreased  by  .19%,  while  front-line  positions  have  decreased  by 
10%.   By  focusing  our  staff  on  mission-related  work  we  are,  indeed, 
doing  more  with  less. 

But  within  this  overall  context  of  reductions,  we  do  have  selected 
increases  in  our  high  priority  areas.   In  other  words,  even  though 
the  overall  trend  is  down,  we  are  expanding  some  of  our  most 
important  programs.   The  table  below  displays  the  FTE  changes  by 
agency: 


AGENCY 

FY  1996 

FY  1997 

Difference 

Employment  and  Training 
Administration 

1,380 

1,328 

-52 

Pension  &  Welfare  Benefits 
1  Admin. 

621 

652 

+  31 

Pension  Benefits  Guaranty 
Corporation 

731 

731 

0 

Employment  Standards 
Administration 

3,811 

3,998 

+  187 

Occupational  Safety  &  Health 
Admin. 

2,175 

2,415 

+240 

Mine  Safety  S,  Health  Admin. 

2,370 

2,318 

-52 

Bureau  of  Labor  Statistics 

2,458 

2,552 

+94 
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Office  of  the  Inspector 
General 

480 

470 

-10 

Departmental  Management 

2,379 

2,360 

-19 

Veterans  Employment  &  Training 

250 

250 

0 

1                          Total 

16,655 

17,074 

419 

We  have  several  initiatives  to  address  the  most  important  areas  such 


INCREASES 

EASING  THE  TRANSITION  FROM  JOB  TO  JOB 

Dislocated  Workers 

Incumbent  Worker  Training 

One  Stop 

UI  Admin  and  ES 
Subtotal 


$  in  Millions 

$64.0 

15.0 

40.0 

$   211.0 

$330.0 


PENSION  SECURITY 

Pension  Education 

Pension  Compliance  Assistance 

401  (k)  Enforcement 
Subtotal     (excluding  SOL  piece  for  $1.3  million) 


$   2.0 

11.0 

4.4 

$17.4 


ENHANCING  WORKER  PROTECTION 

Illegal  Innmigration  (excluding  SOL  piece  for  $2  million)   15.0 

Davis  Bacon  3.8 

Affirmative  Action  7.2 

OSHA  Partnership  21.8 

OSHA  Regulations  10.0 

Subtotal  $57.8 


PROVIDING  TOOLS  TO  SUCCEED 
Job  Corps 
Summer  Youth 
School -to-Work 
Out  of  School  Youth 
Jobs  for  Residents 

Subtotal 


;   32.0 

236.0 

14.0 

250.0 

50.0 

$582.0 


IMPROVING  ECONOMIC  INDICATORS 
CPIR 
SIC 

Subtotal 

Misc.  Increases 
TOTAL,  INCREASES 
DECREASES 


Transfer  Older  Americans  to  HHS 


TOTAL  CHANGES 


4.6' 
3.5 
8.1 

$   44.9 

$1,040.2 

-373.0 
i    667.2 


note:  The  following  reductions  are  absorbed  within  the  totals  above: 
Administrative  $   -  52.0 

Streamline  365  FTE  -  26.0 

In  order  to  maintain  operations  in  FY  1997  at  the  FY  1996  levels, 
the  following  table  compares  the  FY  1997  President's  Request  with  a 
Current  Services  estimate: 


AGENCY 

President's 
Request 

Current 
Services 

Employment  and  Training 
Administration 

125,681 

129,001 

Pension  &  Welfare  Benefits  Admin. 

85,449 

69,543 

Pension  Benefits  Guaranty 
Corporation 

140,539 

145,449 

Employment  Standards 
Administration 

331,984 

303,409 

Occupational  Safety  &  Health 
Admin. 

340,851 

313,577 

Mine  Safety  &  Health  Admin. 

204,182 

203,855 

Bureau  of  Labor  Statistics 

372,431 

356,906 

Office  of  the  Inspector  General 

48,374 

48,766 

Departmental  Management 

166,158 

166,158 

Veterans  Employment  &  Training 

21,752 

20,605 

Total 

1,837,401 

1,757,269 

MINE  SAFETy/CUT  IN  ENFORCEMENT  STAFF 

Question:   Why  did  you  single  out  the  Mine  Safety  and  Health 
Administration  for  a  cutback  in  enforcement  staff  in  fiscal  year 
1997? 

Answer:   We  have  requested  adequate  staffing  and  funding  levels  for 
MSHA  to  accomplish  the  agency's  statutory  requirements  in  FY  1997. 
This  request  proposes  no  reductions  in  mine  inspector  positions.  The 
reduction  of  48  FTE  in  Coal  Mine  Safety  and  Health  reflects  savings 
achieved  by  continuing  the  gradual  reorganization  of  the  field 
structure  to  eliminate  the  subdistrict  management  layer,  improving 
supervisory/employee  ratios,  and  reducing  support  staff.   District 
technical  staff  will  be  realigned,  work  groups  combined  where 
feasible,  and  unnecessary  supervisory  positions  eliminated.   The 
leaner  organization  will  provide  a  more  efficient  and  effective 
enforcement  field  structure  by  reducing  management  and 
administrative  positions,  allowing  quicker  response  to  the  mining 
community,  and  improving  lines  of  communication  with  front-line 
inspection  personnel. 

BUDGET  PRIORITIES 

Question.   Mr.  Secretary,  I  would  like  to  get  your  reaction  to 
the  two  charts  on  the  podium,  one  showing  government-wide  spending 
decreasing,  the  other  showing  Labor  Department  spending  increasing. 
How  do  you  make  these  two  scenarios  fit  together?   How  realistic  do 
you  think  it  is  to  propose  that  the  Labor  Department  not  share  in 
reductions  needed  to  bring  the  budget  into  balance? 

Answer.   The  President's  1997  Budget,  which  freezes  total  1997 
outlays  at  approximately  the  1996  level,  charts  a  path  to  balance 
the  budget  of  the  Federal  government  by  2002.   Savings  in  many 
areas,  including  those  of  this  Subcommittee,  are  required  to  achieve 
that  goal: 

$297  billion  in  unnecessary,  lower  priority  programs, 

$183  billion  by  reforming  and  improving  Medicare  and 

Medicaid, 

$40  billion  through  real  welfare  reform, 

$49  billion  by  reforming  various  mandatory  programs,  and 


$62  billion  by  ending  corporate  subsidies. 

All  this  can  be  achieved  while  investing  in  areas  under  this 
Subcommittee's  jurisdiction  such  as  education  and  training,  as  well 


as  the  environment,  science  and  technology,  and  other  priorities; 
and  providing  $100  billion  in  tax  relief  to  middle  income  Americans 
and  small  businesses.   The  President's  budget  plan  of  1993,  which  he 
enacted  with  the  last  Congress,  has  already  cut  the  budget  deficit 
nearly  in  half  in  three  years  (From  $290  billion  in  1992  to  $164 
billion  in  1995),  and  the  plan  submitted  with  this  budget  can 
eliminate  it  by  2002. 


QUESTIONS  SUBMITTED  BY  SENATOR  HARKIN 

FECA  FRAUD  CASES 

Question.   Termination  of  FECA  benefits  for  Federal  employees 
convicted  of  fraud.   In  the  FY  94  Labor,  HHS  Appropriations  bill,  I 
authored  a  statutory  change  which  terminated  FECA  benefits  to 
federal  employees  convicted  of  felony  fraud. 

How  many  workers  have  lost  benefits  as  a  result  of  this  new 
law?   How  many  dollars  have  been  saved? 

Answer.   Through  April  27,  1996,  fifty-five  workers  had  lost 
benefits  due  to  fraud  with  savings  totaling  $1,658  million.   In 
addition,  two  incarcerated  workers  have  had  benefits  suspended  for  a 
savings  of  $31,700. 

QUESTIONS  SUBMITTED  BY  SENATOR  KOHL 

SUMMER  YOUTH  PROGRAM  FUNDING  DELAY 

Question.   Given  the  late  appropriation  this  year  for  the 

Summer  Youth  program,  many  cities  throughout  Wisconsin  and  across 

the  country  were  left  to  wonder  whether  they  would  be  able  to  put 
needy  youth  to  work  this  summer. 

What  has  been  the  impact  of  the  funding  delay?   Will  program 

success  be  jeopardized?   What  can  I  tell  the  people  in  communities 

in  Milwaukee,  Madison,  Green  Bay  and  throughout  the  State  to  expect 
this  summer  and  in  the  future? 

Answer.   While  summer  allocations  are  normally  issued  by  the 
end  of  January,  funds  were  not  released  this  year  until  April  12.  In 
response  to  the  uncertainty  surrounding  the  funding  of  the  summer 
program  this  year.  States  and  service  delivery  areas  (SDAs)  took 
little  action  to  plan  for  this  program.   As  a  result.  States  and 
SDAs  lost  three  months  of  valuable  time  to  plan,  begin  recruitment, 
eligibility  determination  and  assessment,  as  well  as  to  develop 
remediation  components,  identify  worksites,  enter  into  financial 
agreements,  and  hire  summer  staff,  particularly  teachers,  who  may 
have  already  accepted  other  summer  jobs.   States  and  SDAs  will  have 
to  work  double  time  to  maintain  the  quality  and  effectiveness  of 
their  programs  and  provide  well-supervised  jobs  to  as  many 
disadvantaged  youth  as  possible. 

The  Department  is  doing  everything  it  can  to  make  this  suituner's 
program  successful  and  we  are  hopeful  that  approximately  521,000 
economically  disadvantaged  youth  will  be  served. 

From  our  evaluations,  we  know  that  the  exceptional,  innovative 
summer  programs  that  have  operated  in  the  past  years  require 
substantial  advance  planning  by  experienced  staff.   This  year, 
however,  some  programs  will  have  to  begin  with  less  than  two  months 
of  preparation. 

OPPORTUNITY  AREAS  FOR  OUT-OF-SCHOOL  YOUTH 

Question.   All  of  us  support  investing  in  prevention  programs 
that  give  kids  and  young  adults  an  opportunity  to  say  yes  to 
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something  other  than  crime  and  drugs.   I  see  you  have  proposed  two 
new  initiatives  called  Opportunity  Areas  for  Out-of-School  Youth, 
and  Jobs  for  Residents. 

Unfortunately,  during  1996  spending  negotiations,  we  could  not 
get  the  House  to  set  aside  only  $80  million  for  prevention 
activities  under  the  Justice  Department. 

I  know  your  intention  is  not  to  duplicate  already  proven 
programs.   So,  don't  you  think  that  the  Administration  should  work 
with  us  to  coordinate  our  efforts  on  prevention  activities  that  we 
know  will  work?   Do  you  see  these  new  programs  as  a  way  to  enhance 
that  coordination? 

Answer.   The  two  new  initiatives  —  Opportunity  Areas  for  Out- 
of-School  Youth  and  Jobs  For  Residents  —  will  be  concentrated  in  15 
to  20  high  poverty  urban  and  rural  areas.   Thus,  they  should  not  be 
considered  as  substitutes  for  any  nationwide  prevention  efforts. 
The  Department  believes  that  these  two  initiatives  complement 
broader  prevention  efforts  because  they  will  be  concentrated  in 
selected  geographic  areas  and  are  focused  sharply  on  increasing 
employment  levels  as  the  key  to  improving  the  lives  of  youth  and 
working-age  adults  living  in  high-poverty  areas. 

We  agree  that  for  the  out-of-school  youth  effort,  prevention 
initiatives  in  the  target  areas  encouraging  high  school  graduation, 
community-wide  sports  and  recreation  programs,  and  college-bound 
activities  are  also  important  to  the  success  of  our  project.   We 
believe  our  programs  will  enhance  the  coordination  of  prevention 
activities,  because  we  plan  to  involve  local  public  school  systems, 
police  departments,  the  private  sector,  and  community  agencies. 

The  results  from  the  Youth  Fair  Chance  pilot  sites  showing 
decreased  dropout  rates  in  six  of  seven  sites  and  decreased  teen 
parenthood  rates  in  all  six  sites  for  which  data  were  available 
indicate  that  saturation  programs  can  be  effective  in  high-poverty 
neighborhoods . 

SCHOOL-TO-WORK  PROGRAM 

Question.   The  School-to-Work  program  has  shown  great  promise 
in  helping  ensure  that  our  nation's  workforce  is  prepared  to  compete 
in  a  global  economy  now  and  in  the  future.   School-to-Work  not  only 
gives  kids  a  reason  to  stay  focused  in  school,  it  excites  them  about 
career  opportunities  and  helps  them  develop  practical  job  skills  to 
reach  their  goals.   I  have  heard  from  businesses,  teachers,  and 
parents  from  across  the  State  of  Wisconsin  who  are  eager  to  continue 
moving  forward  with  the  program. 

Will  school-to-work  be  fundamentally  changed  for  better  or 
worse  with  the  passage  of  the  workforce  consolidation  legislation 
now  in  conference?   Will  that  bill  help  extend  the  school-to-work 
model? 

Answer.   The  consolidation  bill  can  potentially  be  the  vehicle 
for  supporting  the  school-to-work  model  provided  that  states  and 
local  communities  have  the  time  and  resources  needed  to  restructure 
their  education  and  training  systems  around  the  core  principles  of 
Bchool-to-work. 

The  School-to-Work  Opportunities  Act  has  never  been  intended  to 
be  a  permanent  source  of  Federal  support.   Under  the  plan  adopted  by 
the  President  and  Congress  in  enacting  this  legislation,  funding  for 
the  Act  would  start  declining  after  FY  1997  and  phase  out  entirely 
in  fiscal  year  2001,  as  states  fully  implemented  their  systems.   But 
if  we  sharply  reduce  the  program  prematurely,  such  action  would 
suspend  many  State  and  local  efforts  at  a  critical  point  in  the 
development  process,  when  venture  capital  is  still  badly  needed. 
Experience  teaches  that  Federal  discretionary  grants  accomplish 
little  if  they  are  terminated  midway  through  the  grant  period. 
State  proposals  for  federal  funds  are  based  on  five  year  plans  for 


91 


implementation.   There  will  be  very  little  return  on  the  Federal 
investment  if  we  do  not  continue  our  commitment  to  allow  all  States 
to  become  fully  invested  in  School-to-Work  venture  capital  grants. 

Under  the  current  consolidation  legislation  scenario,  there 
would  be  no  assurance  that  state  School-to-Work  system-building 
efforts  would  continue.   The  Administration  would  prefer  to  continue 
a  separate  authorization  for  School-to-Work  State  Implementation 
grants  until  each  State  has  received  support  to  complete  their  five 
year  implementation  plan.   This  would  mean  national  funding  until  FY 
2001,  the  year  in  which  the  Act  is  currently  scheduled  to  sunset. 

ONE-STOP  CAREER  CENTER  PROGRAM 

Question.   Wisconsin  is  in  the  second  year  of  grant  operation 
under  the  one-stop  career  center  program.   As  you  know,  this  program 
helps  first  time  job  seekers  and  displaced  workers  through  the 
current  maze  of  job  training  programs. 

What  can  you  tell  me  about  the  progress  of  the  One-Stop  program 
in  Wisconsin? 

Answer.   Wisconsin  has  identified  26  full-fledged  One-Stop 
Centers  with  another  36  quickly  coming  "on-line." 

Three  of  Wisconsin's  local  areas,  as  a  consortium,  were  awarded 
a  national  One-Stop  Local  Learning  Laboratory  grant  to  serve  as 
technical  assistance  sites  for  other  communities  and  organizations 
interested  in  learning  about  the  development  and  operation  of  One- 
Stop  Centers. 

Though  Wisconsin's  One-Stop  Job  Centers  are  still  developing, 
job  seekers  are  already  reporting  high  levels  of  satisfaction  with 
the  services  they  receive.   Based  on  results  of  a  job  seeker  on-line 
survey,  76  percent  of  job  seekers  statewide  agree  that  the  Job 
Center  is  helpful  to  them  as  they  look  for  a  job. 

Deployment  of  the  two  major  information  technology  products  in 
support  of  Wisconsin's  vision  of  a  One-stop  service  delivery  system 
—  JobNet  and  Career  Visions  —  is  proceeding  rapidly. 

o     JobNet,  the  State's  job  matching  system,  is  currently 
installed  at  over  40  sites  and,  by  July  1996,  will  be 
installed  at  72  sites  across  the  state.   Within  the  next  few 
months,  employers  will  be  able  to  use  the  Internet  to  enter 
their  job  orders  into  the  JobNet  system.   Survey  data  show 
that  customer  reaction  to  JobNet  has  been  overwhelmingly 
positive. 

o     Career  Visions,  the  state's  major  vehicle  for  the  electronic 
delivery  of  self-service  career  exploration  and  decision- 
making information,  has  been  installed  in  60  Job  Centers,  with 
a  goal  of  80-100  installations  by  1997. 

Representing  a  consolidation  of  key  One-Stop  system  building 
players,  the  Department  of  Industry,  Labor  &  Human  Relations  (DILHR) 
and  the  Department  of  Health  &   Social  Services  (DH&SS)  will  merge, 
effective  July  1996. 


QUESTIONS  SUBMITTED  BY  SENATOR  BYRD 

CHARLESTON  JOB  CORPS  CENTER 

Question.   Please  provide  me  with  an  updated  report  about  the 
scope  of  the  new  Charleston  Job  Corps  Center,  including  significant 
milestone  events  leading  to  the  full  implementation  of  the  project. 
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Answer.    The  construction  of  the  new  site  is  nearing 
completion.   The  construction  contract  was  awarded  in  March  1995  and 
the  work  is  scheduled  to  be  completed  in  December  1996. 

Question.   In  addition,  I  would  like  to  know  how  many  employees 
will  be  working  at  the  facility  initially  and  when  the  facility  is 
complete. 

Answer.     This  construction  project  is  providing  work  for 
approximately  100  skilled  and  semi-skilled  workers.   The  staffing 
level  at  the  new  site  will  not  change  significantly  from  the  current 
site,  which  is  138  full-time  equivalent  positions. 

Question.   I  would  also  like  to  know  what  is  the  expected  total 
annual  economic  impact  on  the  area,  to  include  salaries  and  other 
purchases. 

Answer.   The  annual  funding  of  the  operating  contract  at  the 
new  site  will  remain  approximately  the  same  as  for  the  old  site  -  or 
roughly  S8  million  per  year,  of  which  $4  million  is  for  staff 
salaries  and  an  estimated  $2  million  for  local  purchase  of  materials 
and  services. 

Question.   Please  also  advise  me  how  many  students  will  be 
enrolled. 

Answer.   The  student  enrollment  level  will  also  remain  the  same 
at  430. 

Question.   May  I  have  your  assurances  that  you  will  continue  to 
keep  me  fully  informed  in  a  timely  manner  of  any  developments 
relating  to  the  project? 

Answer.   We  will  be  pleased  to  keep  you  updated  on  major 
developments  as  they  occur. 

NATIONAL  MINE  HEALTH  AND  SAFETY  ACADEMY 

Question:   Please  provide  the  amount  of  revenues  received  by 
the  Academy  for  the  use  of  its  facilities  and  for  classes  for  FY 
1994,  FY  1995,  and  FY  1996,  and  the  projected  amounts  for  FY  1997. 

Answer:   The  revenues  for  the  use  of  the  Academy  facilities 
(lodging)  and  classes  (tuition)  are  provided  below. 

FY  1994  Lodging      $134,680 

Tuition        9,732 

Total       $144,412 

FY  1995  Lodging      $153,482 

Tuition       27,707 

Total        $181,189 

FY  1996  Lodging      $150,000 

Estimate  Tuition       24,000 

Total        $174,000 

FY  1997  Lodging     $160,000 

Estimate  Tuition       28,000 

Total        $188,000 
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Question:   Please  provide  the  staffing  levels  at  the  Academy 
for  those  same  years. 

Answer:   The  Academy's  staffing  level  (actual  FTE)  was  62  for 
FY  1994  and  63  for  FY   1995.   The  budgeted  FTE  for  FY  1996  is  60 
Academy  employees  and  an  additional  16  employees  who  report  to  other 
MSHA  program  areas  and  DOL  organizations.  The  budgeted  FTE  for  FY 
1997  is  61  Academy  employees  and  an  additional  18  employees  who 
report  to  other  MSHA  program  areas  and  DOL  organizations. 

Question;   Please  advise  how  many  requests  have  been  made  for 
the  use  of  the  Academy,  how  many  were  granted,  and  how  many  were 
turned  down  for  FY  1994,  FY  1995,  and  the  numbers  that  are  available 
for  FY  1996. 

Answer:   MSHA  has  accommodated  all  mission-related  requests  for 
the  use  of  the  Academy.   Occasionally,  this  requires  alternative 
scheduling.   In  FY  1994  there  were  379  requests  for  mission-related 
use  of  the  facility  and  379  were  granted.   In  FY  1995  there  were  376 
requests  for  mission-related  use  of  the  facility  and  376  were 
granted.   In  FY  1996,  380  requests  are  projected  and  all  are 
expected  to  be  granted. 

Question:  Does  the  use  of  the  Academy  by  other  Federal 
agencies  result  in  expanded  benefits  and  cost  savings  to  the 
taxpayers? 

Answer:   The  Academy  provides  classroom/meeting  room  space  free 
on  a  space  available  basis  to  Federal  agencies  which  results  in 
savings  to  the  taxpayers.   These  rooms  are  furnished  with  all  audio 
visual  equipment  required  by  the  user  also  at  no  cost.   Commercial 
space  in  the  area  is  limited  and  would  cost  a  minimum  of  $100  to 
$200  per  day.   Local  agencies  using  the  Academy  do  not  have  to  incur 
travel  costs  which  is  another  savings  to  the  taxpayers. 

In  FY  1995  the  Academy  provided  space  to  25-30  Federal 
agencies.   Based  on  prevailing  local  commercial  rates,  this  service 
saved  the  taxpayers  approximately  $50,000  to  $70,000  in  rental 
costs. 

MSHA  APPROVAL  AND  CERTIFICATION  CENTER 

Question:   Please  provide  the  number  of  Full  Time  Equivalents  at 
this  facility  for  FY  1994,  FY  1995,  and  FY  1996,  and  the  number  of 
FTE  projected  for  FY  1997. 

Answer:   The  actual  FTE  for  the  Approval  and  Certification  Center 
was  80  in  FY  1994  and  78  in  FY  1995.  The  projected  FTE  for  FY  1996 
is  77  and  76  in  FY  1997. 


REDUCTION  OF  BLACK  LUNG  BACKLOG  AT  THE  BENEFITS  REVIEW  BOARD 

Question.   I  understand  that  the  backlog  of  black  lung  claims 
at  the  appeal  level  continues  to  improve.   Please  advise  me  of  the 
number  of  claims  that  were  pending  at  the  Review  Board  at  the  end  of 
FY  95  and  the  anticipated  number  of  appeals  by  the  end  of  FY  96. 

Answer.   At  the  end  of  FY  1995,  1,053  Black  Lung  claims  were 
pending  before  the  Benefits  Review  Board.   At  the  end  of  FY  1996, 
only  863  Black  Lung  claims  are  projected  to  be  pending  before  the 
Benefits  Review  Board,  a  reduction  of  190  cases  (18%)  from  the 
pending  caseload  at  the  beginning  of  the  fiscal  year.   At  the  end  of 
April  1996,  only  934  Black  Lung  claims  were  pending  before  the 
Benefits  Review  Board.   Of  this  total,  only  131  had  been  pending 
before  the  Board  for  more  than  one  year.   Approximately  1,130  Black 
Lung  cases  are  projected  to  be  received  during  FY  1996,  and 
approximately  1,320  Black  Lung  appeals  are  projected  to  have 
decisions  issued  during  the  fiscal  year.   Through  April  1996,  629 
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new  Black  Lung  caees  had  been  received  at  the  Benefits  Review  Board, 
and  756  Black  Lung  appeals  had  had  decisions  issued. 

PENDING  BLACK  LUNG  CASES  AWAITING  OALJ  HEARING 

Question:   Please  provide  a  list  of  the  number  of  claims 
pending  assignment  to  be  heard  by  the  Office  of  Administrative  Law 
Judges  as  of  March  1,  1996.   Also,  please  provide  the  age  of  the 
cases  from  the  date  of  receipt  to  assignment.   Please  provide 
information  on  when  you  expect  those  cases  to  be  assigned  for  a 
hearing. 

Answer:   Summarized  below  is  a  computerized  listing 
identifying  all  black  lung  cases  awaiting  hearing  before  the  Office 
of  Administrative  Law  Judges  as  of  March  1,  1996.   This  listing  of 
cases  is  divided  into  two  parts  -  one  section  listing  cases  pending 
more  than  150  days  awaiting  hearing  and  a  second  section  listing  all 
cases  awaiting  hearing  pending  less  than  150  days  as  of  March  1, 
1996.   The  most  relevant  report  is  the  one  for  cases  over  150  days 
old.   As  of  March  1,  1996,  519  cases  were  awaiting  hearing  which  had 
been  pending  in  the  Office  of  Administrative  Law  Judges  for  more 
than  150  days.   Of  this  total,  199  had  not  been  scheduled  for 
hearing  for  the  following  reasons: 

—  in  173  cases,  continuances  had  been  granted  at  the  request 
of  the  parties  on  one  or  more  than  one  occasion,  including  requests 
for  changes  of  venue; 

—  in  18  claims,  the  cases  had  been  assigned  to  an 
administrative  law  judge  and  the  hearings  will  be  scheduled  in  the 
near  future; 

—  in  four  (4)  cases,  the  cases  were  referred  to  a  field 
office  and  a  hearing  held  as  of  this  date;  and 

—  in  the  remaining  four  (4)  cases,  the  cases  had  disposition 
taken  without  a  hearing  or  were  not  under  the  jurisdiction  of  the 
Office  of  Administrative  Law  Judges. 

The  total  of  519  cases  pending  more  than  150  days  and  awaiting 
hearing  is  240  cases  higher  than  the  comparable  total  of  a  year  ago. 
This  increase  reflected  the  uncertainty  of  the  budget  situation 
early  in  FY  1996  and  the  impact  of  the  Government-wide  shutdown 
during  the  early  part  of  November  and  again  during  the  December- 
January  timeframe.   Approximately  300  cases  were  affected  by  these 
shut-downs,  and  working  these  cases  back  into  the  assignment 
rotation  has  taken  substantial  time.   At  this  time,  all  cases 
pending  for  more  than  150  days  available  for  hearing  have  been 
assigned  to  an  administrative  law  judges.   As  outlined  above,  many 
of  the  cases  pending  for  more  than  150  days  remain  pending  because 
they  have  been  continued  one  or  more  times  at  the  requests  of  the 
parties  or  because  they  will  be  decided  on  the  record  without  a 
hearing. 

There  are  only  25  cases  in  the  attached  listing  which  were 
pending  for  more  than  one  year.   Of  this  total,  17  cases  were  set 
for  hearing  as  of  March  1,  1996,  seven  cases  involved  continuances 
and  have  now  been  set  for  hearing,  and  one  case  is  not  within  the 
jurisdiction  of  the  Office  of  Administrative  Law  Judges. 

The  cases  under  150  days  old  are  the  typical  pending  workload 
in  the  black  lung  area  as  cases  are  docketed  and  combined  into 
hearing  itineraries. 
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QUESTIONS  SUBMITTED  BY  SENATOR  GORTON 

DISLOCATED  WORKERS  AND  THE  PRIVATE  OUTPLACEMENT  INDUSTRY 

Question.   Please  provide  this  Committee  with  your 
understanding  of  the  outplacement  industry  as  it  currently  serves 
over  one  million  workers  nationwide.   How  does  the  delivery  of 
outplacement  services  in  the  private  sector  work?   Specifically,  who 
pays  for  these  services  and  what  is  the  profile  of  the  workers  who 
benefit  from  these  services?   Please  provide  us  with  the  specific 
sources  used  to  compile  this  information. 

Answer.   A  copyrighted  article  entitled  "Workplace  Rainmakers: 
The  Outplacement  Industry  Comes  Into  Its  Own,"  by  AMR  International^ 
Inc.,  describes  the  history  of  outplacement  beginning  with  the 
economic  dislocation  of  the  1970s  as  follows: 

The  sensitive  nature  of  employee  terminations  led  to  the 
development  of  specialized  management  consulting  firms  that  provided 
employers  with  advice  on  how  to  implement  terminations  effectively. 
In  addition  to  working  with  employers,  these  firms  offered  job- 
search  counseling  to  individuals  whose  employment  had  been 
terminated  and  provided  them  with  support  services,  including 
clerical  assistance  office  space  and  telephone  use.   Employers  paid 
for  their  displaced  workers'  job  search  assistance,  taking  comfort 
in  the  fact  that  they  were  "out  placing"  employees  -  not  just  laying 
them  off. 

That  same  article  notes  that  in  the  slightly  more  than  two 
decades  of  its  existence,  the  outplacement  industry  has  grown  20-30 
percent  each  year.   Steve  Worth,  executive  director  of  the 
Association  of  Outplacement  Consulting  Firms  International  (AOCFI), 
is  quoted  as  saying  that  in  1990,  "669,000  candidates  were  served  by 
the  [outplacement]  industry.   In  1993,  that  number  jumped  to  1.4 
million. " 

According  to  a  1995  American  Management  Association  (AMA) 
survey  on  downsizing,  in  1995  over  74  percent  of  the  employers 
responding  provided  outplacement  assistance  to  at  least  some  of 
their  employees.   though  salaried  employees  are  more  likely  to 
receive  this  type  of  assistance,  44  percent  of  those  responding  who 
were  reducing  their  workforces  provided  such  assistance  to  all 
employees.  (1995  AMA  Survey,  Corporate  Downsizing,  Job  Elimination. 
and  Job  Creation) . 

Although  a  substantial  portion  of  the  funds  used  to  pay  for  the 
services  delivered  by  the  outplacement  firms  comes  from  the 
employers,  this  is  not  always  the  case.   In  its  1994  Final  Report  to 
the  U.  S.  Department  of  Labor  following  a  series  of  workshops  funded 
by  the  Department  to  survey  public/private  partnerships 
around  the  country,  AOCFI  cites  an  example  of  effective  coordination 
as  described  by  a  senior  vice  president  for  Drake  Beam  Morin,  Inc. : 
the  GE  Electric  Boat  Division  provided  space  on-site  for  resource 
information  from  the  state  office,  while  the  JTPA  Private  Industry 
Council  contracted  services  from  private  outplacement  firms  for  job 
development  workshops  and  data  base  information.   In  another 
example.  The  Transition  Team,  a  private  outplacement  agency,  reports 
that  it  has  had  22  joint  dislocated  worker  projects  with  14 
different  Title  III  programs  since  1994. 

Question.   Given  the  fact  that  the  private,  for-profit 
outplacement  industry  has  recorded  a  record  of  placing  90-plus 
percent  of  the  workers  served  in  new  jobs,  at  a  cost  2  to  6  times 
less  than  those  currently  incurred  through  Dislocated  Worker 
Assistance,  do  you  agree  that  the  Department  of  Labor  should 
encourage  the  participation  of  this  industry  in  our  efforts  to  serve 
dislocated  workers?   Should  the  Department  see  to  it  that  private 
for-profit  outplacement  firms  are  utilized  at  the  local  level,  at 
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One-stops  and  other  programs,  by  outsourcing  our  job  search  and 
outplacement  needs  to  these  firms? 

Answer.   Decisions  as  to  types  of  services  and  service 
providers  are  made  at  the  local  level,  under  the  guidance  of  a 
Private  Industry  Council  made  up  of  local  business  leaders  and 
representatives  of  the  citizens  and  agencies  in  the  community.   The 
Department  has  actively  pursued  a  policy  of  working  with  the  private 
sector,  including  the  private  outplacement  industry,  to  ensure 
maximum  utilization  of  the  resources  available  for  the  greatest 
benefit  for  the  dislocated  workers. 

We  have  no  information  demonstrating  that  the  private  sector  is 
able  to  provide  services  at  a  lower  cost  than  those  funded  by  the 
government.   According  to  a  recent  article  in  The  New  York  Times 
(May  23,  1996) : 

"The  outplacement  industry,  almost  nonexistent  20  years  ago, 
is  crowded  with  companies  today,  growing  with  particular  speed 
in  the  1990s  as  downsizing  spread  from  blue-collar  and 
clerical  ranks  into  white-collar  jobs  well  up  the  income 
scale.   The  corporations  engaged  in  this  downsizing  turned 
increasingly  to  outplacement  companies  to  get  their  former 
workers  placed  in  new  jobs  as  quickly  as  possible.   One  stated 
goal  was  to  avoid  lawsuits;  another,  to  keep  up  the  spirits  of 
surviving  employees  who  might  someday  need  similar 
outplacement  help. 

"The  outplacement  companies,  in  turn,  for  fees  that  can  range 
to  $10,000  a  person  and  beyond,  give  their  charges  a  desk  and 
phone,  emotional  support  and  an  upbeat  approach  to  job- 
hunting.   If  the  laid  off  learn  how  to  sell  themselves 
properly,  learning  these  skills  at  the  outplacement  firms, 
then  the  vast  majority  will  land  good  jobs  soon,  the  firms 
contend. " 

It  is  difficult  to  compare  costs  of  various  activities  for 
different  groups  of  workers.   While  many  of  the  millions  of  workers 
who  lose  their  jobs  each  year  have  marketable  skills  and  can  quickly 
find  new  jobs  on  their  own  or  with  limited  assistance,  many  others 
do  not  have  the  tools  to  compete  in  today's  labor  market.   The  JTPA 
State  and  local  grantees  make  sure  that  necessary  services  are 
available  to  meet  the  needs  of  eligible  dislocated  workers  who  are 
unlikely  to  return  to  their  previous  industry  or  occupation,  and  are 
most  in  need  of  and  can  benefit  from  assistance  under  the  Act.   This 
assistance  often  includes  occupational  retraining  which  is  not 
provided  by  outplacement  agencies.   In  addition,  the  outplacement 
industry  would  not  be  involved  in  assisting  those  dislocated  by 
natural  disasters. 


Question.   Given  the  fact  that  local  programs  are  npt  now 
taking  advantage  of  the  private  sector  outplacement  industry, 
notwithstanding  the  fact  that  decisions  as  to  the  types  of  services 
and  service  providers  are  made  at  the  local  level,  should  the 
Department  take  steps,  not  yet  taken,  to  see  to  it  that  we  actually 
create  partnerships  between  the  goals  of  the  Dislocated  Worker 
Assistance  and  the  capabilities  of  the  outplacement  industry? 

Answer.   The  local  dislocated  worker  programs  are  taking 
advantage  of  the  private  sector  outplacement  industry,  and  there  is 
a  growing  list  of  successful  partnerships  between  public  programs 
and  private  outplacement  firms.   In  many  ways,  this  is  a  reflection 
of  the  continuing  efforts  by  the  Department  to  promote 
public/private  partnerships  by  publicizing  successful  models,  and 
through  the  new  One-Stop  grants  and  other  direct  grants  being 
awarded  from  the  National  level. 

Private  sector  organizations,  including  outplacement  firms, 
recently  have  been  awarded  grants  to  demonstrate  innovative  service 
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strategies  for  dislocated  workers  in  several  locations  around  the 
country.   Private  sector  organizations  will  be  featured  in  the 
upcoming  JETT*CON  (Joint  Employment  and  Training  Technology 
Conference) ,  a  nationwide  conference  related  to  the  use  of 
technology  in  employment  and  training. 

And,  as  the  private  outplacement  firms  become  more  familiar 
with  the  protections  required  for  procurements  with  public  funds,  we 
are  seeing  and  publicizing  joint  efforts  that  combine  the  resources 
of  the  public  and  private  sectors  for  the  benefit  of  the  individual 
dislocated  workers  and  their  local  economies.   For  example,  in  its 
1994  Final  Report  to  the  U.  S.  Department  of  Labor  following  a 
series  of  workshops  funded  by  the  Department  to  survey 
public/private  partnerships  around  the  country,  AOCFI  cites  an 
illustration  of  effective  coordination  as  described  by  a  senior  vice 
president  for  Drake  Beam  Morin,  Inc.:  the  GE  Electric  Boat  Division 
provided  space  on-site  for  resource  information  from  the  state 
office,  while  the  JTPA  Private  Industry  Council  contracted  services 
from  private  outplacement  firms  for  job  development  workshops  and 
data  base  information.   In  another  example,  The  Transition  Team,  a 
private  outplacement  agency,  reports  that  it  has  had  22  joint 
dislocated  worker  projects  with  14  different  Title  III  programs 
since  1994. 


Question.   Do  you  agree  that  significant  cost  savings  can  be 
realized  for  the  taxpayer  and  that  improved  job  search  assistance 
and  other  outplacement  services  can  be  offered  to  dislocated  workers 
if  we  partner  with  the  private,  for-profit  sector?   Is  there  any 
impediment  to  the  Department's  endorsement  of  this  idea  and  to  its 
taking  a  leadership  role  to  actually  accomplish  this  idea? 

Answer.   Whenever  private  resources  address  individual  needs 
otherwise  met  through  taxpayer-supported  assistance,  the  result  is 
beneficial  to  the  taxpayer.   The  Department  continues  to  encourage 
partnership  between  public  dislocated  worker  assistance  programs  and 
private  outplacement  firms,  and  has  provided  guidance  on  ways  State 
agencies  could  coordinate  with  outplacement  firms  when  planning  and 
providing  services  to  dislocated  workers  in  the  most  cost  effective 
manner. 


Question.   We  all  agree  that  a  dislocated  worker  should  receive 
job  search  assistance.   Ideally,  an  employer  will  provide  that 
service,  and  in  fact,  last  year  nearly  one  billion  dollars  was  spent 
by  employers  for  the  provision  of  outplacement  assistance  to  over 
one  million  workers,  nearly  half  of  whom  are  hourly  wage  earners. 

Do  you  agree  that  this  practice  should  be  encouraged?   Are  you 
aware  that  corporate  employers  who  have  traditionally  utilized  the 
services  of  the  private,  for-profit  outplacement  are  now  turning  to 
the  "no  cost"  services  offered  through  Dislocated  Worker  Assistance 
when  laying-off  workers  simply  as  a  way  to  minimize  expenditures 
during  layoffs? 

Answer.   We  agree  that  employers  should  be  encouraged  to 
provide  job  placement  and  related  services  to  workers  who  will  be 
losing  their  jobs.   This  has  been  one  aspect  of  the  corporate 
responsibility  theme  that  this  Administration  has  been  highlighting 
over  the  past  several  years. 

The  Job  Training  Partnership  Act  (JTPA)  Program,  implemented  in 
1983,  provides  funds  for  the  most  effective  service  deliverers, 
including  private  training  providers  and  outplacement  firms,  to  meet 
local  training  and  reemployment  needs.   These  programs  respond  to  a 
national,  economic  need,  and  a  local,  social  responsibility.   Over 
half  of  the  Title  III  expenditures  pay  for,  and  over  half  of  the 
Title  III  participants  are  enrolled  in,  retraining  activities  to 
acquire  the  skills  and  knowledge  necessary  to  effectively  compete  in 
today's  job  market. 
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Decisions  as  to  types  of  services  and  service  providers  are 
made  at  the  local  level,  under  the  guidance  of  a  Private  Industry 
Council  (PIC)  made  up  of  local  business  leaders  and  representatives 
of  the  citizens  and  agencies  in  the  community.   Contracts  for 
services  are  made  to  responsible  organizations  with  the  demonstrated 
ability  to  perform  successfully  under  the  conditions  defined  by  the 
PIC,  after  a  full  and  open  competition,  including  a  cost  analysis. 

The  Department  is  opposed  to  duplicating  services  otherwise 
available,  or  substituting  public  funds  for  services  already  paid 
for  or  provided  without  cost  in  the  private  sector.   On  the  other 
hand,  hundreds  of  thousands  of  workers  each  year  are  laid  off 
because  of  changes  in  markets,  competition  or  technology.   These 
experienced  workers  represent  a  significant  national  resource  that 
is  wasted  if  we  do  not  help  them  return  to  productive  employment. 

All  available  resources  for  dislocated  workers  must  be 
leveraged,  since  public  funds  for  these  workers  are  limited.   JTPA 
Title  III  funds  can  serve  only  a  small  proportion  of  all  dislocated 
workers,  and  are  typically  targeted  at  those  most  in  need.   Some 
employers  are  able  to  provide  outplacement  assistance  for  their 
workers  who  are  being  laid  off,  and  some  other  employers  may  be  able 
to  fund  private  outplacement  services  for  some  but  not  all  of  their 
workers.   JTPA  authorizes  a  wide  range  of  services,  such  as 
retraining  and  supportive  services  that  can  complement  services  paid 
for  by  responsible  and  financially  able  employers,  and  also  offers 
local  communities  an  opportunity  to  respond  to  the  needs  of  workers 
in  situations  where  the  employer  is  not  in  a  position  to  assist  in 
the  outplacement  efforts. 

In  situations  where  actions  by  the  Federal  government  have 
resulted  in  dislocations.  Congress  has  sometimes  provided  funds  to 
assist  those  who  have  lost  their  jobs,  either  through  a  specific 
appropriation  or  from  Title  III  funds.   For  example,  $225  million 
was  appropriated  to  provide  services  to  defense  contractor  and 
Federal  government  employees  affected  by  defense  downsizing. 
Assistance  is  also  provided  to  timber  workers  under  the 
Federal/State  Forest  Initiative.   Finally,  Title  III  funds  are  used 
to  assist  those  affected  by  natural  disasters,  where  the 
outplacement  industry  would  not  be  involved  in  providing  services. 
In  Program  Year  1995,  11  projects  totalling  over  $22  million  were 
funded  to  assist  in  the  aftermath  of  natural  disasters  in  10  states 
and  the  Virgin  Islands. 

Question.   Doesn't  the  use  of  taxpayer  funded  services  for 
workers  whose  employers  have  previously  paid  for  similar  services  in 
the  private  sector  suggest  a  type  of  disintermediation  that  we 
should  not  be  encouraging?   Isn't  the  natural  result  of  this 
disintermediation  simply  greater  reliance  on  taxpayer  funded  public 
programs  in  areas  where  the  private  sector  has  already  developed  the 
capabilities  to  meet  those  needs?   What  steps  will  you  take  now,  not 
yet  taken,  to  eliminate  this  trend  and  minimize  the  role  of  the 
taxpayer's  responsibilities  in  providing  job  assistance  to 
dislocated  workers? 

Answer.   The  United  States  has  acknowledged  a  social  and 
economic  responsibility  to  help  individuals  who  lose  their  jobs 
through  no  fault  of  their  own  to  become  reemployed  as  quickly  as 
possible.   Employer  support  for  outplacement  activities  makes  a 
significant  contribution  to  the  reemployment  of  dislocated  workers. 
We  see  the  private  sector  outplacement  industry,  by  generating 
employer  support  and  providing  effective  services,  as  an  important 
partner  in  achieving  the  goal  of  timely  reemployment  for  dislocated 
workers.   The  Department  is  not  pursuing  a  strategy  whereby  federal 
programs  would  take  the  place  of  the  private  sector  outplacement 
industry. 

The  Department  continues  to  encourage  partnership  between 
public  dislocated  worker  programs  and  private  outplacement  firms  and 
has  provided  guidance  on  ways  State  agencies  can  coordinate  with 
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outplacement  firms  when  planning  and  providing  services  to 
dislocated  workers.   The  Department  contracted  with  the  Association 
of  Outplacement  Consulting  Firms  International  (AOCFI)  to  conduct  a 
series  of  workshops  around  the  country  to  explore  the  issues  of 
creating  partnerships  between  the  private  and  public  sectors  to 
provide  cp^fe-ef fective  reemployment  services.   A  report  describing 
the  results  of  these  meetings,  and  to  identify  the  benefits  of  these 
public/private  partnerships  was  sent  to  all  State  JTPA  liaisons,  all 
State  Worker  Adjustment  Liaisons,  and  all  State  Wagner-Peyser 
Administering  Agencies.   The  Department  also  sent  a  case  study 
prepared  by  The  Transition  Team,  a  private  outplacement  agency, 
outlining  a  successful  partnership  in  which  an  employer,  State  rapid 
response  teams  from  two  States,  and  an  outplacement  team  worked 
together  successfully  to  provide  career  transition  services  to 
workers  affected  by  a  plant  closing. 

The  Department  will  continue  to  work  with  the  outplacement 
industry  at  the  national  level  to  explore  and  develop  greater 
opportunities  for  public/private  partnerships  that  will  provide  new 
and  more  cost  effective  ways  to  serve  dislocated  workers. 

NATIONAL  LABOR  RELATIONS  BOARD 

Question.   You  have  declined  to  respond  to  questions 
pertaining  to  the  NLRB  wasting  resources  investigating  and 
prosecuting  frivolous   unfair  labor  practice  charges  in  salting 
abuse  cases.   However,  you  have  advocated  a  presidential  executive 
order  that  would  debar  contractors  from  federal  work  if  they  have 
pending  NLRB  unfair  labor  practice  charges  against  them,  whether 
they  have  been  found  guilty  of  the  complaining  or  not.   The 
Department  of  Labor  has  also  taken  it  upon  itself  to  implement  a 
directive  that  third  party  apprenticeship  programs  will  not  be 
approved  if  a  participating  employer  is  the  subject  of  an  NLRB 
complaint,  whether  that  complaint  is  valid  or  not. 

Although  you  do  not  have  the  authority  over  the  NLRB  budget, 
you  certainly  use  their  practices  of  investigating  frivolous  unfair 
labor  practice  charges  to  further  your  agenda.   Therefore,  shouldn't 
you  take  a  more  active  role  in  how  these  salting  abuse  cases  are 
handled  by  the  NLRB  and  shouldn't  you  be  concerned  that  NLRB  is 
wasting  its  valuable  resources  in  investigating  these  frivolous 
unfair  labor  practice  charges  that  is  literally  driving  companies 
out  of  business? 

Answer.   The  National  Labor  Relations  Act  mandates  that  the 
NLRB  review  all  unfair  labor  practice  charges  submitted  to  it.   It 
is  my  understanding  that  the  Board  uses  its  discretion  to  dismiss 
frivolous  complaints.   I  am  confident  that  the  Board  takes  its 
mission  seriously,  that  it  does  not  waste  its  scarce  resources  on 
frivolous  complaints,  and  that  it  is  effectively  carrying  out  its 
duties  under  the  law. 


QUESTIONS  SUBMITTED  BY  SENATOR  HATFIELD 

OREGON  WORKFORCE  OPTION 

Question.   Thank  you  for  your  support  of  the  Oregon  Workforce 
Option.   As  you  know.  Congress  included  language  in  the  FY  1996 
Labor/HHS  Appropriation  bill  that  would  give  States  such  as  Oregon 
the  flexibility  to  ask  that  JTPA  statutes  be  waived  by  the  Secretary 
to  improve  workforce  development  systems  by  requiring  such  States  to 
meet  agreed  upon  outcomes.   Since  this  will  be  a  complex  task,  both 
for  the  States  and  the  Department  of  Labor,  is  it  your  opinion  that 
the  Congress  should  again  include  such  "JTPA  flexibility"  language 
in  the  FY  1997  Labor/HHS  Appropriations  bill  in  order  to  give  both 
the  States  and  the  Department  an  additional  year  to  better  implement 
the  intent  of  that  language? 
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Answer.   At  this  point,  we  are  not  requesting  JTPA  flexibility 
language  in  the  FY  1997  Labor/HHS  Appropriations  bill. 

The  Department  has  established  a  partnership  with  the  State  of 
Oregon  in  connection  with  the  Oregon  Option  that  has  been 
collaborative  in  nature  and  results-based.   We  have  had  some 
preliminary  consultations  with  state  and  local  officials  in  Oregon 
on  the  framework  for  the  content  and  process  for  waiver  requests 
pursuant  to  the  authority  in  the  FY  1996  Labor/HHS  Appropriations 
bill.   We  believe  that  the  approach  Oregon  is  using  to  bring 
together  State  and  local  job  training,  education,  and  welfare 
program  officials  will  result  in  an  improved  workforce  development 
system  in  Oregon. 

The  task  is  a  complicated  one,  and  the  timing  of  the  process 
was  delayed  as  a  result  of  the  final  FY  1996  Labor/HHS 
Appropriations  bill.   We  have  learned  that  the  Governor  will  not 
transmit  a  waiver  request  before  July  1,  the  beginning  of  the  JTPA 
Program  Year  (PY)  1996.   Nevertheless,  we  have  worked  closely  with 
the  State  in  the  process,  and  the  granting  of  any  waiver  will  occur 
early  in  PY  1996. 

Thus,  we  expect  results  from  the  process  in  PY  1996,  including 
preliminary  information  on  outcomes  and  integration  among  major 
program  components  under  the  workforce  development  system. 


QUESTIONS  SUBMITTED  BY  SENATOR  BOND 

SMALL  BUSINESS  REGULATORY  ENFORCEMENT  FAIRNESS  ACT  OF  1996 

Question.   The  President  recently  signed  the  Small  Business 
Regulatory  Enforcement  Fairness  Act  of  1996  (the  "Act"),  which 
unanimously  passed  the  Senate  as  S.942.   This  legislation  writes 
into  law  some  of  the  key  recommendations  of  the  1995  White  House 
Conference  on  Small  Business  regarding  paperwork  and  regulatory 
burdens.   I  am  sure  that  the  Department  of  Labor  is  preparing  to  put 
this  important  legislation  into  effect,  and  I  am  interested  in 
hearing  about  how  the  Department  plans  to  utilize  appropriations  for 
this  purpose. 

Please  provide  a  statement  of  the  Department  of  Labor's  plan  to 
implement  the  Act. 

Answer.   The  Department  is  already  complying,  pursuant  to 
preliminary  procedures  already  in  place,  with  the  Congressional 
review  provisions  of  the  Small  Business  Regulatory  Enforcement 
Fairness  Act  of  1996,  which  requires  submission  of  final  rules  to 
Congress  and  the  General  Accounting  Office. 

Further,  the  staffs  of  the  Department's  Office  of  the 
Solicitor,  Office  of  the  Assistant  Secretary  for  Policy,  Office  of 
Small  Business  and  Minority  Affairs,  Office  of  Congressional  and 
Intergovernmental  Affairs,  and  the  involved  agencies  have  been  hard 
at  work  developing  appropriate  procedures  and  other  guidelines  for 
implementing  the  various  provisions  oic  the  Act.   In  particular, 
discussions  continue  to  determine  with  DOL  agencies  will  have 
permanent  advisory  or  coordinating  responsibilities  for  the  various 
other  provisions  of  the  Act.   Final  procedures  should  be  implemented 
in  the  coming  months. 

A  comprehensive  training  session  on  the  provisions  of  the  Act 
has  been  scheduled  for  May  30.   All  DOL  employees  in  the  national 
office  that  write  and  enforce  regulations  will  be  invited  to  send 
staff  to  the  training  seminar. 

Question.   Please  provide  a  time  schedule  for  proposed  agency 
action  to  implement  the  Act. 
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Answer.   As  noted  above,  discussions  continue  regarding  which 
personnel  and/or  offices  will  be  permanently  responsible  for 
coordinating  or  fulfilling  the  various  requirements  of  the  Act.   The 
involved  regulatory  agencies  have  the  responsibility  under  the 
preliminary  procedures  for  providing  Congress  and  the  GAO  with 
copies  of  "rules",  in  cooperation  with  the  Office  of  the  Assistant 
Secretary  for  Policy  and  the  Office  of  Congressional  and 
Intergovernmental  Affairs. 

Question.   Please  identify  the  key  personnel  designations  you 
are  making  at  the  Department  of  Labor  in  order  to  implement  the  Act. 

Answer.   Although  final  decisions  have  not  yet  been  reached,  we 
expect  that  most  of  the  basic  responsibilities  for  carrying  out  the 
Act  will  be  assumed  by  the  various  DOL  program  agencies  working 
closely  with  the  Office  of  the  Assistant  Secretary  for  Policy,  the 
Office  of  the  Solicitor  and  the  Office  of  Small  Business  and 
Minority  Affairs. 

Question.   What  is  the  Department  of  Labor  doing  to  ensure  that 
small  entity  compliance  guides  will  be  published  for  agency  rules 
using  "plain  English"  that  can  be  understood  by  the  average  small 
business  person? 

Answer.   Although  a  final  decision  has  not  yet  been  reached,  we 
expect  that  the  Office  of  the  Assistant  Secretary  for  Policy  will  be 
responsible  for  coordinating  and  assisting  agency  efforts  to  provide 
small  entity  compliance  guides.   An  interagency  meeting  to  assess 
what  additional  work  needs  to  be  done  will  scheduled  as  soon  as 
final  agency  assignments  are  made. 

REGULATORY  FLEXIBILITY  ACT 

Question.   The  Regulatory  Flexibility  Act  requires  each  agency 
to  describe  what  it  has  done  to  minimize  the  impacts  of  regulations 
on  small  entities.   Under  what  circumstances  would  the  Department  of 
Labor  promulgate  a  rule  that  does  not  minimize  the  impact  on  small 
entities  to  the  maximum  extent  allowed  by  the  statute  granting 
rulemaking  Authority? 

Answer.   The  Department  cannot  anticipate  circumstances  that 
would  lead  it  to  promulgate  a  rule  that  "does  not  minimize  the 
impact  on  small  entities  to  the  maximum  extent  allowed  by  the 
statute  granting  rulemaking  authority." 

Question.   Please  describe  the  factors  the  Department  of  Labor 
will  use  to  determine  whether  a  proposed  rule  will  have  a 
"significant  impact  on  a  substantial  number  of  small  entities",  thus 
requiring  a  regulatory  flexibility  analysis. 

Answer.   Discussions  have  been  held  with  SBA  on  determining 
which  factors  will  be  used  to  determine  whether  a  rule  has  "a 
significant  impact  on  a  substantial  number  of  small  entities." 
Formal  guidelines  have  not  yet  been  issued.   For  regulations 
currently  under  consideration,  the  factors  used  are  usually 
described  in  detail  in  the  preamble  to  the  notice  of  proposed 
rulemaking  and  again  in  the  preamble  to  the  final  rule. 

Question.   Will  the  Department  of  Labor  be  using  SBA's 
definitions  of  "small  business  concerns"  for  the  purpose  of 
implementing  the  Act,  and  if  not,  what  is  the  justification  for 
using  a  separate  definition? 

Answer.   The  various  agencies  within  the  Department,  in 
cooperation  with  the  Office  of  the  Solicitor  and  the  Office  of  the 
Assistant  Secretary  for  Policy,  have  been  investigating  the  various 
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definitions  of  "small  business  concerns."   No  decisions  have  been 
reach  on  what  definitions  will  be  used,  except  for  those  regulations 
which  are  currently  under  consideration  and  have  recently  been 
published  in  final.   In  those  instances,  the  definition  that  was 
used  in  the  notice  of  proposed  rulemaking  was  used  in  the  final 
rule. 


REVISIONS  TO  OSHA  STANDARDS 

Question.   How  many  "plain  language"  OSHA  standards  have  been 
finalized? 

Answer.   Thus  far,  OSHA  has  identified  four  outdated  and 
difficult  to  understand  standards,  and  plans  to  rewrite  these  into 
plain  language  and  finalize  them  by  the  end  of  FY  1996.   Regulations 
to  be  rewritten  are:  1)  access/egress;  2)  flammable  and  combustible 
liquids;  3)  spray  finishing;  and  4)  dip  tanks.   OSHA's  FY  1997 
budget  requests  a  program  increase  to  accelerate  the  conversion  of 
outdated,  technical  standards  into  plain,  understandable  language. 

ELECTRONIC  ACCESS  TO  OSHA  INFORMATION 

Question.   What  progress  has  been  made  on  the  development  of  an 
electronic  bulletin  board  dedicated  to  small  business  that  includes 
answers  to  the  questions  about  OSHA  requirements  most  frequently 
asked  by  small  businesses,  sample  forms  that  could  be  used  to  meet 
OSHA's  recordkeeping  requirements,  compliance  assistance 
information,  and  lists  of  the  most  common  citations  and  penalties  by 
industry  and  firm  size?   (see  page  18,  "Reinventing  Labor 
Regulations" ) 

Answer.   OSHA  has  made  thousands  of  pages  of  regulations, 
compliance  assistance  information  and  recordkeeping  guidelines  more 
easily  accessible  to  small  businesses  and  other  employers  not  only 
through  an  electronic  bulletin  board,  but  also  on  the  Internet  and 
on  CD-ROM.   OSHA  has  developed  expert  software,  available  at  no  cost 
to  small  business,  to  provide  assistance  in   complying  with  specific 
OSHA  regulations.   Regional  and  area  offices  are  also  actively 
involved  in  the  effort  to  develop  innovative  ways  to  disseminate 
information  on  workplace  hazards  and  OSHA  services  to  small 
business. 

The  DOL  Bulletin  Board  (BBS)  provides  small  business  access  to 
a  wide  range  of  OSHA  information,  including  interactive  online 
access  to  electronic  documents  on  the  OSHA  Computerized  Information 
System.   The  OSHA  Internet  Home  Page  {www.osha.gov)  contains  answers 
to  a  number  of  frequently  asked  questions,  and  provides  access  to 
OSHA  data  on  the  most  frequently  cited  standards  and  penalties  by 
industry  and  firm  size  for  the  past  year.   The  OSHA  Home  Page  also 
contains  OSHA  compliance  assistance  information,  including 
information  on  Voluntary  Protection  programs,  consultation  services, 
and  training  resources.   Small  employers  can  access  OSHA  information 
on  Internet  through  their  local  public  libraries.   The  OSHA  CD-ROM, 
which  is  updated  quarterly,  is  the  top  selling  government  CD-ROM 
with  over  13,000  annual  subscriptions,  and  is  priced  to  be 
affordable  to  small  business. 


SMALL  BUSINESS  POLICY 

Question.   The  Department  of  Labor  has  indicated  that  OSHA  will 
implement  a  small  business  policy  that  "promotes  compliance  and 
enforcement  flexibility  without  sacrificing  worker  safety  and 
health."   The  elements  of  the  proposed  policy  include  alternative 
control  methods,  lengthened  lead  times  for  achieving  compliance  with 
new  standards,  elimination  of  specific  recordkeeping  requirements, 
and  added  flexibility  in  meeting  training  requirements.   (see  page 
18,  "Reinventing  Labor  Regulations") 
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Which  elements  of  this  policy  have  been  implemented?   How  has 
OSKA  implemented  them? 

Answer.   OSHA  is  in  the  process  of  developing  a  comprehensive 
policy  for  small  employers  in  light  of  new  statutory  requirements 
under  the  Small  Business  Regulatory  Enforcement  Fairness  Act.   The 
agency  already  has  incorporated  the  principle  of  making  specific 
provisions  for  the  needs  of  small  businesses  in  all  of  its  current 
rulemaking  activity,  such  as  development  of  the  Safety  and  Health 
Program  Standard. 

Question.   How  have  these  directives  been  communicated  to  the 
field  personnel  responsible  for  enforcement? 

Answer.   When  new  policies  or  standards  are  issued,  they  are 
communicated  to  all  OSHA  field  enforcement  personnel  through:  (1) 
compliance  directives  detailing  the  application  of  the  enforcement 
policies;  and  <2)  both  classroom  and  on-the-job  training. 

Question.   If  the  elements  of  the  small  business  policy  have 
not  been  implemented,  when  does  OSHA  plan  to  implement  them? 

Answer.   OSHA  will  begin  pilot-testing  a  comprehensive  revision 
of  its  penalty  system  in  six  area  offices  on  July  1,  1996.   The 
penalty  policies  being  tested  include  significantly  larger 
reductions  in  penalty  amounts  for  the  smallest  employers  (up  to  80 
percent),  and  a  waiver  of  penalties  for  nonserious  violations  for 
employers  with  fewer  than  2  50  employees. 


REDESIGNED  AREA  OFFICES 

Question.   OSHA's  reinvention  plans  include  redesign  of  the 
field  offices.   Because  field  office  personnel  enforce  OSHA 
standards  and  are  the  main  point  of  contact  for  small  employers, 
revisions  in  field  office  policies  are  particularly  important  for 
small  business.   Please  explain  how  the  field  offices  have  been 
redesigned  and  how  the  changes  will  help  small  business.   I  am 
particularly  interested  in  hearing  about  any  improvements  in 
communications  regarding  enforcement  policies  between  OSHA's  policy 
makers  in  Washington  and  field  office  personnel. 

Answer.   Traditionally,  in  protecting  employees,  OSHA  relied 
almost  exclusively  on  conducting  as  many  enforcement  inspections  as 
possible.   The  New  OSHA  retains  a  strong  enforcement  program,  while 
at  the  same  time  leveraging  as  many  external  resources  as  possible 
to  address  hazards  and  save  lives.   Where  appropriate,  OSHA  will 
work  with  employers,  employee  groups,  other  government  agencies,  and 
local  associations.   These  changes  are  being  implemented  at  the  area 
office  level  through  the  redesign  process. 

OSHA  staff  effectiveness  was  previously  judged  by  the  number  of 
inspections  conducted  or  the  number  of  citations  issued.   The  new 
approach  enables  OSHA  to  focus  on  the  bottom  line:  reducing  injury 
and  illness  rates  and  fatalities.   Currently,  15  redesigned  area 
offices  are  developing  new  strategies  that  move  away  from  the  old 
"one-size-fits-all"  regulatory  approach  to  one  that  focuses  on 
actual  hazards  in  a  particular  area  and  solutions  to  fix  the 
problem. 

For  example,  in  St.  Louis,   a  series  of  worker  injuries  and  bad 
press  coverage  caused  the  Greater  St.  Louis  Roofing  and  Siding 
Contractors  Association  to  ask  OSHA  for  help.   Under  the  old  system, 
OSHA  would  have  advised  them  to  hire  a  consultant.   Under  the  new 
system,  the  agency  worked  with  the  association  to  create  a  joint 
union-management  steering  committee  that  addressed  their  problems. 
The  group  developed  health  and  safety  plans  that  were  both 
economical  for  small  employers  and  protected  workers.   OSHA 
conducted  four  training  sessions  on  construction  hazards  for 
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contractors  and  workers.   In  the  first  six  months  of  this  project 
there  was  a  70  percent  decrease  in  injuries.   This  one  project 
benefited  more  than  280  contractors,  who  were  mostly  small 
employers,  and  more  than  2,000  area  roofers  far  more  efficiently 
than  traditional  inspections.   All  reorganized  offices  are  focusing 
on  developing  similar  partnerships,  strategically  deploying  limited 
resources  and  measuring  results.   Currently  there  are  30  such 
projects  impacting  hundreds  of  employees  and  mostly  small  employers 
in  the  first  seven  redesigned  offices. 

These  offices  are  developing  better  systems  to  address  worker 
complaints.   The  new  process  allows  the  office  to  simply  pick  up  the 
phone,  call  the  employer  and  discuss  the  problem.   This  system  has 
resulted  in  a  300  percent  decrease  in  the  amount  of  time  required  to 
abate  hazards.   The  number  of  worker  complaints  that  result  in  an 
on-site  inspection  has  declined  by  more  than  50  percent.   Small 
employers  have  responded  very  positively  to  having  OSHA  contact  them 
by  phone,  instead  of  dispatching  a  compliance  officer  to  conduct  an 
inspection. 

When  conducting  inspections  and  issuing  citations,  the 
redesigned  offices  attempt  to  work  with  employers  to  address  their 
concerns.   Through  a  variety  of  tools,  including  expedited 
settlements,  the  two  offices  that  originally  piloted  this  new  system 
have  had  a  54  percent  decrease  in  the  number  of  cases  that  employers 
contested.   This  should  be  compared  to  a  10  percent   increase 
nationwide.   By  reducing  the  number  of  contested  cases,  OSHA  ensures 
quicker  abatement  of  hazards  and  allows  companies  to   spend  less 
time  and  money  fighting  OSHA's  penalties.   In  many  cases,  the 
reduced  contest  rate  can  be  traced  to  the  speed  with  which  OSHA 
gives  an  employer  feedback  through  citations.   These  two  offices 
have  reduced  the  amount  of  time  needed  to  issue  a  citation  by  50 
percent. 

OSHA  has  established  a  Steering  Committee  to  provide  agency 
support  directly  to  offices  that  are  being  redesigned.   The 
committee  consists  of  top  agency  officials  and  union  representatives 
as  well  as  representatives  of  redesigned  offices  (several  offices  at 
a  time)  and  associated  trainers  from  the  Design  Team.   Area  offices 
also  consult  directly  with  experts  within  the  National  Office.    The 
Design  Team  itself  consists  of  field  personnel  supported  by  National 
Office  staff.   Design  Team  members  serve  as  representatives  and 
liaisons  with  the  field  offices. 


EMPLOYEE  INVOLVEMENT  TEAMS  ON  WORKPLACE  VIOLENCE 

Question.   In  the  recent  Guidelines  for  Preventing  Workplace 
Violence  for  Health  Care  and  Social  Service  Workers  (OSHA  3148; 
March  14,  1996),  OSHA  recommends  the  use  of  employee  involvement 
teams  to  establish  effective  workplace  violence  programs.   The 
Guidelines  state: 

"Management  commitment  and  employee  involvement  are 
complementary  and  essential  elements  of  an  effective  (workplace 
violence]  program.   To  ensure  an  effective  program,  management  and 
front-line  employees  must  work  together,  perhaps  through  a  team  or 
committee  approach.   If  employers  opt  for  this  strategy,  they  must 
be  careful  to  comply  with  the  applicable  provisions  of  the  National 
Labor  Relations  Act." 

According  to  NFL  Players  v.  NLRB,  504  F.2d  12  (8th  Cir.  1974), 
workplace  violence  is  a  "term  and  condition  of  employment." 
Therefore,  discussions  between  workers  and  management  regarding 
workplace  violence  at  non-union  companies  violate  Section  8(a)(2)  of 
the  National  Labor  Relations  Act. 

Before  the  guidelines  were  issued,  did  the  Solicitor's  Office 
examine  whether  such  a  team  would  be  illegal  under  Section  8(a)(2) 
of  the  National  Labor  Relations  Act? 
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Answer.   The  Office  of  the  Solicitor  (SOL)  provided  OSHA  with  a 
legal  analysis  of  recent  court  decisions  (i.e.,  E.I.  DuPont  & 
Company,  1993  and  Electromation,  Inc.,  1992).   These  cases 
delineated  what  constitutes  an  unfair  labor  practice  for 
establishing  employee  safety  and  health  committees  as  defined  under 
Section  8(a)(2)  of  the  National  Labor  Relations  Act. 

Question.   If  not,  how  do  you  justify  the  expenditure  of 
federal  funds  to  recommend  an  action  that  is  probably  illegal  under 
the  labor  laws? 

Answer.   According  to  SOL ' s  interpretation,  the  recommendations 
contained  in  the  guidelines  would  not  be  illegal  under  the  labor 
laws. 

Question.   What  guidance  does  the  Department  of  Labor  plan  to 
provide  to  employers  on  how  they  can  involve  employees  in  decision- 
making on  workplace  violence  and  still  comply  with  Section  8(a)(2)? 

Answer.   The  guidelines  advise  employers  to  be  cautious  in 
their  approach  to  employee  safety  and  health  committees  on  workplace 
violence.   OSHA  is  currently  working  on  a  document  which  will 
provide  assistance  to  field  offices  in  their  efforts  to  advise 
employers  during  inspections  and  to  provide  clarifications  on 
request.   Employers  will  be  encouraged  to  consult  their  lawyers  and 
other  labor  relations  advisors  in  considering  mechanisms  for 
employee  participation  in  such  programs. 

SUBCOMMITTEE  RECESS 

Senator  Specter.  Thank  you  very  much,  that  concludes  the  hear- 
ing. The  subcommittee  will  stand  in  recess  until  2  p.m.,  Thursday, 
June  6,  when  we  will  meet  in  room  SD-192  to  hear  from  the  Sec- 
retary of  Health  and  Human  Services,  Hon.  Donna  Shalala. 

[Whereupon,  at  3:10  p.m.,  Thursday,  May  9,  the  subcommittee 
was  recessed,  to  reconvene  at  2  p.m.,  Thursday,  June  6.] 


DEPARTMENTS  OF  LABOR,  HEALTH  AND 
HUMAN  SERVICES,  AND  EDUCATION,  AND 
RELATED  AGENCIES  APPROPRIATIONS  FOR 
FISCAL  YEAR  1997 


THURSDAY,  JUNE  6,  1996 

U.S.  Senate, 
Subcommittee  of  the  Committee  on  Appropriations, 

Washington,  DC. 
The  subcommittee  met  at  2:09  p.m.,  in  room  SD-192,  Dirksen 
Senate  Office  Building,  Hon.  Arlen  Specter  (chairman)  presiding. 

Present:  Senators  Specter,  Cochran,  Gorton,  Bond,  Gregg,  and 
Kohl. 

DEPARTMENT  OF  HEALTH  AND  HUMAN  SERVICES 

Office  of  the  Secretary 

statement  of  hon.  donna  e.  shalala,  secretary 

opening  remarks  of  senator  specter 

Senator  Specter.  Good  afternoon,  ladies  and  gentlemen.  This 
afternoon  our  Subcommittee  on  Labor,  Health  and  Human  Serv- 
ices, and  Education  will  proceed  to  hear  the  very  distinguished  Sec- 
retary of  Health  and  Human  Services,  the  Honorable  Donna 
Shalala. 

Your  agency.  Madam  Secretary,  is  charged  with  a  very  formida- 
ble task,  overseeing  the  allocation  of  over  $200  billion  in  entitle- 
ment and  discretionary  health  and  human  service  programs  which 
Congress  appropriates  for  your  needs. 

When  I  see  the  figure  $200  billion  in  my  statement,  I  pause,  and 
note  that  a  good  bit  of  it  is  out  of  your  control,  and  perhaps  more 
to  the  point,  out  of  our  control,  but  there  is  a  very  large  discre- 
tionary budget. 

The  full  subcommittee  has  a  discretionary  budget  of  $65  billion, 
and  the  allocation  for  Health  and  Human  Services  is  a  little  over 
$30  billion.  Last  year  was  a  very  difficult  year.  We  should  have  fin- 
ished the  budget  process  by  September  30  and  it  was  not  done 
until  late  April  of  this  year.  I  am  hopeful  we  will  not  have  to  do 
that  again. 

My  distinguished  colleague.  Senator  Tom  Harkin,  and  I  intro- 
duced the  critical  amendment  of  some  $2.7  billion  which  finally 
broke  the  log  jam  last  April.  Getting  a  budget  passed  which  would 
both  be  signed  by  the  President  and  could  pass  the  conference  com- 

(129) 


130 

mittee  was  a  very  difficult  job,  but  we  finally  succeeded  in  doing 
that. 

This  year,  again.  Senator  Harkin  and  I  offered  an  amendment  to 
increase  the  budget  by  $2.7  billion  and  Senator  Domenici  used  that 
as  the  occasion,  after  the  budget  resolution  had  been  proposed,  to 
add  some  $2.3  billion  to  that  for  a  total  of  $5  billion  to  try  to  bring 
the  alignment  of  funding  into  operation  so  that  we  could  move  for- 
ward on  the  budget  process  and  complete  the  work. 

My  full  statement  will  be  made  a  part  of  the  record,  without  ob- 
jection, and  I  will  turn  now  to  Senator  Judd  Gregg  for  an  opening 
statement. 

Senator  Gregg.  I  will  pass,  thank  you,  Mr.  Chairman. 

Senator  Specter.  OK,  then  let  me  make  just  a  brief  reference, 
Madam  Secretary,  to  the  charts  which  have  been  prepared. 

On  chart  1,  the  line  shows  Congress'  budget  projection  of  non- 
defense  discretionary  spending  Governmentwide  from  1996  to  2002. 
It  also  shows  a  projection  of  the  President's  budget  as  reestimated 
by  the  Congressional  Budget  Office  [CBO].  It  reflects  outlays  for 
the  year  the  funds  are  actually  spent,  as  you  can  see,  in  the  budget 
proposed  by  the  President;  CBO  projects  spending  to  go  down  in 
the  outyears.  The  President  takes  a  spend  now  and  save  later  ap- 
proach, while  Congress  puts  the  budget  on  a  more  uniform  glide 
path.  I  would  be  interested  in  your  comments  or  observations  on 
that. 

The  second  chart  shows  the  President's  proposals  for  discre- 
tionary programs  within  your  Department  from  1996  through  2002, 
contrasted  with  the  proposed  spending  for  entitlement  programs 
during  the  same  period. 

As  the  chart  shows,  entitlement  spending  goes  up  while  spending 
for  discretionary  programs  remains  flat  through  2002.  Without  an 
agreement  between  the  Congress  and  the  President  on  entitlement 
reform,  spending  on  entitlements  will  tend  to  choke  out  ail  funds 
available  for  discretionary  programs.  Those  charts  show  what  we 
already  know  about  the  grave  difficulties  in  working  through  the 
budget  process. 

Senator  Kohl,  would  you  care  to  make  an  opening  statement? 

OPENING  REMARKS  OF  SENATOR  HERB  KOHL 

Senator  Kohl.  Thank  you,  Mr.  Chairman.  Secretary  Shalala,  it 
is  always  good  to  see  you. 

This  time  last  year  we  were  struck  with  a  budget  that  was 
underinvested  in  programs  for  this  subcommittee.  Education  and 
public  health  programs  faced  disproportionate  and  unsustainable 
cuts.  That  resolution  was  rejected  by  the  public,  by  the  President, 
and  by  a  bipartisan  majority. 

Today,  we  find  ourselves  in  a  similar  situation.  Although  the 
Senate  added  back  $5  billion  in  discretionary  funding  to  its  budget, 
the  House  may  not  go  along  with  this  amount.  I  fear  that  if  the 
Senate  position  does  not  prevail,  we  will  see  the  same  stumbles, 
fits,  and  stops  that  make  a  mockery  of  last  year's  budget  process. 

Chairman  Specter  and  Senator  Harkin  provided  critical  leader- 
ship during  the  1996  budget  process  in  fighting  to  restore  core 
health  and  education  programs.  I  hope  we  can  continue  in  this  sub- 
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committee  to  bring  sense  to  the  budget  process  while  still  achieving 
budget  savings. 

SUMMARY  STATEMENT  OF  SECRETARY  DONNA  SHALALA 

Senator  Specter.  Madam  Secretary,  the  floor  is  yours.  Again 
welcome.  ' 

Secretary  Shalala.  Good  afternoon,  Mr.  Chairman,  Senator 
Gregg,  Senator  Kohl.  I  want  to  thank  you  for  giving  me  the  oppor- 
tunity to  discuss  the  President's  1997  budget  for  the  Department 
of  Health  and  Human  Services. 

Our  budget  really  builds  upon  the  progress  of  the  last  3  years, 
as  deficit  reduction  and  targeted  investments  in  health  and  science 
continue  to  pay  off  for  the  American  people.  Today,  childhood  im- 
munization rates  are  at  their  highest  levels  in  history,  and  as  a  re- 
sult, vaccine  preventable  childhood  diseases  are  at  the  lowest  rate 
in  American  history.  Child  poverty  is  down  and  child  support  col- 
lections are  up. 

Since  March  1994,  welfare  caseloads  have  declined  more  than  1.4 
million,  and  a  larger  percentage  of  those  still  on  welfare  are  en- 
gaged in  work  and  related  activities. 

Our  investments  in  biomedical  research  have  helped  lead  to  the 
discovery  of  three  genes  linked  to  hereditary  breast  cancer;  the  ap- 
proval of  five  new  antiviral  drugs  for  people  Hving  with  HIV-AIDS; 
and  the  first  treatment  for  the  most  common  form  of  stroke. 

The  President's  proposed  budget  for  fiscal  year  1997  builds  on 
this  success.  It  requests  a  total  of  $222  bilHon  in  spending  for  pro- 
grams that  fall  under  the  jurisdiction  of  this  subcommittee.  Of  this 
amount,  discretionary  spending  totals  $31  billion— an  increase  of  5 
percent  over  fiscal  year  1996. 

We  believe  that  we  can  balance  the  budget  by  fiscal  year  2002, 
ensure  fiscal  accountability,  reform  welfare,  and  strengthen  and 
improve  Medicare  and  Medicaid  while  still  protecting  this  country's 
fundamental  priorities  and  values.  That  is  what  the  President's  fis- 
cal year  1997  budget  does. 

For  those  trying  to  move  to  independence,  the  President's  budget 
for  welfare  makes  changes  that  encourage  work,  demand  respon- 
sibiHty,  and  protect  children.  We  do  this  by  replacing  the  current 
AFDC  Program  with  a  new,  conditional  entitlement  in  which  as- 
sistance is  provided  only  in  return  for  work  and  preparation  for 
work.  Overall,  our  proposal  would  save  $40  bilHon  over  7  years, 
while  still  protecting  vulnerable  children. 

The  President's  budget  also  reforms  Medicaid  the  right  way.  It 
saves  $59  billion  over  7  years.  It  maintains  a  strong  Federal-State 
partnership  while  giving  the  States  unprecedented  flexibihty  to 
meet  the  needs  of  their  citizens.  It  retains  nursing  home  quahty 
standards,  and  it  maintains  Medicaid's  national  guarantee  of 
lealth  care  for  our  most  vulnerable  citizens. 

The  President's  Medicare  plan  reduces  the  growth  of  projected 
spending  by  $124  billion  over  7  years,  and  guarantees  the  solvency 
)f  the  hospital  insurance  trust  fund  for  more  than  a  decade. 

Yesterday,  the  trustees  of  the  Medicare  trust  fund  reported  that, 
without  intervention,  the  trust  fund  will  be  exhausted  in  5  years. 
■  testified  this  morning  that  we  can  and  must  move  forward  in  a 
•esponsible,  bipartisan  manner  to  enact  reasonable  Medicare  re- 
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forms  that  will  address  short-term  solvency,  providing  us  with  suf- 
ficient time  to  consider  balanced  approaches  to  preserve  Medicare 
for  the  long  term. 

We  are  making  our  Medicare  Ufehne  more  efficient  and  respon- 
sible to  our  citizens  by  giving  seniors  more  choices  among  private 
health  plans,  by  cracking  down  on  health  care  fraud  and  abuse, 
and  by  cutting  the  growth  of  provider  payments  while  still  holding 
part  B  premiums  at  25  percent  of  program  costs. 

To  meet  our  citizens'  health  care  needs,  we  must  also  guarantee 
quality  and  fiscal  accountability.  And,  that  is  exactly  what  we  are 
doing.  In  fiscal  year  1995,  the  HHS  Inspector  General,  the  Health 
Care  Financing  Administration,  and  the  Administration  on  Aging 
teamed  up  with  officials  in  five  key  States  to  crack  down  on  health 
care  fraud  and  abuse.  It  is  called  Operation  Restore  Trust. 

In  its  first  year  of  operation,  this  pilot  program  has  been  so  suc- 
cessful that  it  has  returned  $10  for  every  $1  spent  on  its  implemen- 
tation. Consequently,  we  want  to  expand  it  to  every  State  over  the 
next  3  years.  Our  fiscal  year  1997  budget  calls  for  $597  milhon  to 
give  HCFA  and  the  OIG  the  secure  and  stable  funding  they  need 
not  only  to  punish  health  care  fraud  and  abuse,  but  also  to  stop 
it  before  it  occurs. 

Mr.  Chairman,  we  are  changing  the  way  we  do  business  at  the 
Department,  not  only  in  Medicare,  Medicaid,  and  welfare  but 
throughout  the  Department.  As  part  of  the  President's  plan  to  dra- 
matically shrink  the  size  of  the  Federal  Government,  we  reduced 
our  staff  by  nearly  3,300  FTE,  a  full  5  percent  between  1994  and 
1995.  To  meet  the  President's  goals,  we  have  committed  ourselves 
to  a  7-year  right-sizing  effort  that  will  reduce  the  Department's 
personnel  by  7,000  FTE  by  the  year  2000. 

To  streamline  our  Department,  we  have  merged  some  of  our  op- 
erations and  eliminated  entire  management  layers.  We  have 
merged  the  operations  of  the  Assistant  Secretary  for  Management 
and  Budget  with  the  Assistant  Secretary  for  Personnel  Manage- 
ment. We  have  freed  the  Assistant  Secretary  of  Health  from  day- 
to-day  management  responsibilities  in  order  to  strengthen  this  crit- 
ical leadership  and  policy  role  in  the  Department's  public  health 
and  science  agenda. 

We  have  also  created  an  innovative  agency,  the  Program  Support 
Center  [PSC],  whose  sole  purpose  is  to  provide  administrative  serv- 
ices on  a  fee-for-service  basis  for  HHS  and  other  Federal  agencies. 
Under  the  leadership  of  Lynnda  Regan,  a  former  business  man- 
ager at  Westinghouse  from  Pennsylvania,  the  PSC  will  be  inter- 
nally financed,  competitive,  and  it  will  create  real  incentives  for 
long-term  savings.  It  is  truly  a  model  built  for  the  future.  It  is  all 
part  of  a  fundamental  commitment  to  business-like  management 
throughout  the  Department. 

Let  me  take  a  moment  to  tell  a  story  that  I  think  best  exempli- 
fies the  kind  of  vision  and  tough  minded  management  approach 
that  we  have  brought  to  this  Department  in  the  past  3  years.  It 
is  a  story  of  what  I  promised  this  subcommittee.  It  is  a  story  of 
Head  Start,  a  program  that,  when  done  right,  works  superbly  to 
give  our  most  vulnerable  children  a  hand  up  on  the  educational 
ladder  and  a  hand  up  in  life. 
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But,  as  we  found  out  when  we  got  here,  in  some  communities, 
Head  Start  was  not  always  being  done  right.  So,  we  brought  in  the 
best  experts  in  the  country,  a  bipartisan  group,  and  asked  them  for 
a  candid  assessment  of  what  needed  to  be  improved.  And  then,  we 
rolled  up  our  sleeves  and  got  right  down  to  work. 

With  those  experts  and  bipartisan  support  in  Congress,  we  devel- 
oped ways  to  set  quality  standards,  to  provide  resources  to  help 
centers  meet  them,  and  to  enforce  strict  penalties  for  those  who  do 
not. 

Since  1993,  we  have  helped  100  grantees  improve  their  programs 
and  provide  quality  services  to  their  children.  But,  that  is  only  half 
the  story.  We  have  also,  for  the  first  time,  gotten  tough  by  cracking 
down  on  and  ultimately  shutting  down  those  programs  that  are  not 
meeting  quality  standards.  For  the  first  time  in  the  history  of  the 
program,  in  just  2V2  years  about  40  programs  either  have  been  ter- 
minated for  failure  to  meet  quality  standards  or  have  relinquished 
their  grants. 

Mr.  Chairman,  while  we  work  to  implement  smart,  tough  man- 
agement throughout  the  Department,  we  have  continued  our  com- 
mitment to  invest  in  the  future  health  and  well-being  of  all  Ameri- 
cans. From  day  1,  Head  Start  and  our  overall  commitment  to  our 
neediest  children  has  been  top  priority  for  this  administration. 

For  fiscal  year  1997,  we  have  proposed  an  increase  of  $350  mil- 
lion to  serve  46,000  more  children  than  we  served  in  1995.  As  part 
of  this  enrollment  increase,  an  additional  7,400  infants  and  tod- 
dlers will  be  able  to  participate  in  the  early  Head  Start  Program 
between  fiscal  year  1995  and  1997. 

The  President  believes  strongly  that  the  best  safety  net  for  our 
children  is  and  always  will  be  strong  families.  And,  whether  par- 
ents are  struggling  to  get  jobs  or  keep  them,  we  know  that  they 
need  good  child  care  to  keep  their  children  safe.  That  is  why  the 
President  is  requesting  over  $1  billion  for  the  child  care  block 
grant,  so  that  more  children  from  low-income  families  can  have 
high  quality  child  care  and  their  parents  can  have  peace  of  mind 
while  they  work,  train,  or  go  to  school. 

ABUSED  CHILDREN 

We  have  all  heard  the  horror  stories  about  abused  children, 
about  neglected  children,  about  forgotten  children.  The  President 
wants  to  work  with  States  and  communities  to  stop  these  trage- 
dies. That  is  why  he  is  requesting  $419  million  in  discretionary 
spending  to  help  abused  and  neglected  children,  by  encouraging  pa- 
rental responsibility  when  possible  and  providing  foster  care  and 
adoption  when  necessary. 

But  our  commitment  to  children  does  not  stop  there.  The  Presi- 
dent believes  that  we  must  help  parents  guide  their  children  along 
the  right  path,  the  healthy  path,  the  safe  path  in  life.  That  means 
increasing  our  investment  in  AIDS  prevention  by  $34  million.  It 
means  building  the  President's  historic  children's  tobacco  initiative 
by  supporting  innovative  community  partnerships  that  give  chil- 
dren the  facts  about  a  deadly  addiction  that  could  take  years  off" 
their  lives.  It  means  working  with  the  White  House  Drug  Policy 
Coordinator,  Gen.  Barry  McCaffrey,  to  ensure  that  all  engines  of 
our  drug  strategy — prevention,  treatment,  research,  interdiction, 
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and  law  enforcement — are  working  together.  And,  when  it  comes  to 
preventing  teen  pregnancy,  it  means  building  on  our  success,  from 
targeted  demonstration  grants  to  welfare  waivers  that  require  teen 
mothers  to  stay  in  school  and  live  with  a  responsible  adult. 

To  ensure  that  a  clear  message  of  abstinence,  responsibility,  and 
health  reaches  into  the  hearts  and  minds  of  our  young  people,  our 
budget  includes  a  new  $30  million  initiative  to  help  communities 
all  over  America  implement  local  strategies  with  promising  track 
records  of  reducing  teen  pregnancy. 

In  addition,  we  will  soon  be  sending  to  Congress  a  budget 
amendment  to  fully  fund  the  Violence  Against  Women  Act.  Let  me 
be  clear.  Our  administration  remains  100  percent  committed  to  a 
comprehensive  strategy  to  help  stop  violence  against  women. 

Next,  our  fiscal  year  1997  budget  continues  to  put  fighting  dis- 
ease and  fostering  good  health  at  the  top  of  our  priority  list — where 
they  belong.  To  that  end,  we  have  requested  $310  million  to  turn 
the  Warren  G.  Magnuson  Clinical  Center  at  the  National  Institutes 
of  Health  into  a  state-of-the-art  clinical  research  center  and  hos- 
pital. 

This  investment  in  a  new  clinical  center  will  mean  the  highest 
quality  clinical  research;  performed  by  the  world's  very  best  sci- 
entists; in  a  research  hospital  that  is  more  efficient,  more  afford- 
able, and  more  flexible  in  adapting  to  today's  realities  and  tomor- 
row's challenges. 

Our  budget  also  provides  $6.6  billion  to  NIH  to  fund  a  record 
total  of  25,400  extramural  research  grants.  Our  commitment  to  re- 
search has  already  brought  some  real  successes  in  the  fight  against 
AIDS.  But,  this  fight  is  a  long  way  from  being  won.  That  is  why 
the  President  has  requested  consolidated  appropriation  of  $1.4  bil- 
lion, nearly  34  percent  over  the  1993  levels,  for  the  Office  of  AIDS 
Research  so  that  we  can  ensure  a  flexible  and  coordinated  response 
to  this  epidemic. 

Today,  new  and  emerging  infectious  diseases  are  a  reality  that 
threaten  all  of  us  around  the  world — in  our  water,  in  our  air,  and 
in  our  food.  The  President's  budget  almost  doubles  to  $45  million 
our  investment  in  CDC's  national  strategy  for  identifying,  inves- 
tigating, and  ultimately  stopping  new  infectious  diseases  around 
the  world. 

We  also  request  $4  million  to  renovate  and  repair  critical  con- 
tainment laboratory  space  at  the  CDC  in  Atlanta — laboratories 
that  are  the  first  line  of  defense  against  these  deadly  diseases. 

These  investments  pay  off"  not  only  in  dollars  and  cents,  but  most 
importantly,  in  healthier  lives  and  brighter  futures,  and  that  is 
what  our  1997  budget  is  all  about.  It  is  about  balancing  the  budget. 
It  is  about  being  tough  managers,  it  is  about  making  a  sustained 
investment  in  the  preventive  tools  all  of  our  citizens  from  the 
youngest  to  the  oldest  will  need  to  thrive  in  the  21st  Century. 

PREPARED  STATEMENT 

We  look  forward  to  working  with  this  subcommittee  on  our  1997 
budget  request.  Thank  you  again,  Mr.  Chairman,  for  giving  me  the 
opportunity  to  present  our  budget  to  the  subcommittee. 

[The  statement  follows:] 
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Prepared  Statement  of  Donna  E.  Shalala 

Good  afternoon,  Mr.  Chairman  and  Members  of  the  Subcommittee.  Thank  you  for 
the  opportunity  to  discuss  President  CUnton's  fiscal  year  1997  Budget  for  the  De- 
partment of  Health  and  Human  Services. 

This  budget  is  built  on  a  remarkably  strong  foundation  of  accomplishments  that 
have  resulted  from  carefully  chosen  investments  in  the  health  and  independence  of 
all  Americans.  Time  and  time  again  these  investments  have  paid  off,  and  our  opti- 
mism continues  to  grow. 

For  example,  childhood  immunization  rates  have  reached  an  all-time  high  and  the 
incidence  of  childhood  infectious  diseases  is  declining. 

Welfare  case  loads  are  down  by  more  than  1.4  million,  a  decrease  of  10  percent, 
since  March  1994;  child  poverty  is  down  and  child  support  enforcement  collections 
are  up. 

Our  investments  in  biomedical  research  have  helped  lead  to  the  discovery  of  three 
genes  linked  to  hereditary  breast  cancer. 

We  have  also  witnessed  the  first  drug  treatment  for  severe  sickle  cell  anemia  and 
the  first  treatment  for  the  most  common  form  of  stroke. 

And  our  investment  in  medicine  has  helped  scientists  win  approval  for  five  new 
anti-viral  drugs  for  people  living  with  HIV/AIDS,  including  three  very  promising 
protease  inhibitors,  two  of  which  were  approved  in  record  time. 

We  have  already  granted  waivers  to  37  states  that  are  now  reforming  welfare  for 
10  million  parents  and  their  children — that's  75  percent  of  all  AFDC  recipients  na- 
tionwide. The  President  remains  committed  to  working  with  the  Congress  to  pass 
a  bipartisan  welfare  reform  bill  this  year  that  honors  the  values  of  work,  respon- 
sibility, and  family.  In  the  meantime,  we  are  building  on  what  States  are  already 
doing  to  promote  work  and  protect  children,  by  addressing  one  of  the  key  compo- 
nents of  welfare  reform — parental  responsibility.  Recently,  the  President  announced 
a  new  initiative,  to  ensure  that  teen  parents  who  are  receiving  welfare  stay  in 
school,  live  at  home,  and  take  responsibility  for  their  future. 

With  this  strong  foundation  in  mind,  we  have  designed  a  budget  to  help  Ameri- 
cans help  themselves  in  pursuing  more  healthy  and  independent  lives. 

This  fiscal  year  1997  budget  requests  a  total  of  $222  billion  in  spending  for  pro- 
grams that  fall  under  the  jurisdiction  of  this  Subcommittee.  Of  this  request,  discre- 
tionary spending  totals  $3 1  billion,  which  is  an  increase  of  5  percent  over  fiscal  year 
1996. 

The  President  believes  that  we  can  balance  the  budget  by  fiscal  year  2002,  ensure 
fiscal  accountability,  reform  welfare,  and  strengthen  and  improve  Medicare  and 
Medicaid. 

Our  budget  for  fiscal  year  1997  helps  us  do  just  that. 

The  President's  Medicare  plan  reduces  the  growth  of  projected  spending  by  a  net 
$124  billion  over  seven  years,  and  guarantees  the  solvency  of  the  Hospital  Insurance 
Trust  Fund  for  more  than  a  decade.  We  are  reforming  Medicare  to  make  it  more 
efficient  and  responsive  to  beneficiary  needs,  to  give  seniors  more  choices  among  pri- 
vate health  plans,  to  attack  fraud  and  abuse,  to  cut  the  growth  of  provider  pay- 
ments, and  to  hold  the  Part  B  premium  to  25  percent  of  program  costs. 

The  President's  budget  also  reforms  Medicaid  the  right  way:  it  maintains  a  strong 
federal-state  partnership,  while  giving  states  unprecedented  flexibility  to  meet  the 
needs  of  their  citizens.  The  plan  would  save  $59  billion  over  seven  years  while  re- 
taining nursing  home  quality  standards,  and  maintaining  Medicaid's  national  guar- 
antee of  health  care  for  our  most  vulnerable  citizens. 

We  also  have  a  tough  plan  to  guarantee  program  integrity  and  fiscal  accountabil- 
ity in  the  Medicare  and  Medicaid  programs. 

In  fiscal  year  1995,  the  HHS  Inspector  General  (OIG),  Health  Care  Financing  Ad- 
ministration (HCFA),  and  the  Administration  on  Aging  teamed  up  with  officials  in 
five  key  states  to  crack  down  on  health  care  fraud  and  abuse.  This  program  is  called 
Operation  Restore  Trust.  We  want  to  expand  this  program  to  every  state  over  three 
years. 

Our  fiscal  year  1997  budget  calls  for  an  expenditure  of  $597  million  to  give  HCFA 
and  the  OIG  the  secure  and  stable  fiinding  they  need  not  only  to  punish  health  care 
fraud  and  abuse,  but  also  to  stop  it  before  it  occurs.  Our  budget  would  increase 
spending  to  eliminate  fi-aud,  waste  and  abuse  with  expected  net  savings  to  the  trust 
funds  of  $3.4  billion  over  seven  years. 

Our  budget  also  includes  President  Clinton's  comprehensive  welfare  reform  plan 
that  promotes  work  and  responsibility  and  achieves  about  $38  billion  in  program 
savings  in  addition  to  the  $3  billion  already  enacted.  The  President's  plan  would  re- 
place the  AFDC  program  with  a  conditional  entitlement  with  tough  time  limits  and 
work  requirements,  while  retaining  a  strong  national  safety  net  for  children. 
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Mr.  Chairman,  we're  changing  the  way  we  do  business  at  HHS — not  only  in  Medi- 
care, Medicaid  and  welfare  but  throughout  the  Department. 

As  part  of  the  President's  plan  to  dramatically  shrink  the  size  of  the  federal  gov- 
ernment, we  reduced  our  staff  by  nearly  3,300  FTE,  a  full  5  percent,  between  fiscal 
year  1994  and  fiscal  year  1995  alone.  To  meet  the  goals  of  the  President's  plan,  we 
have  committed  ourselves  to  a  seven-year  right-sizing  effort  that  will  reduce  the  de- 
partment's personnel  by  7,000  FTE  (from  the  fiscal  year  1993  level)  by  the  year 
2000. 

In  March  1995,  we  successfully  launched  the  Social  Security  Administration  (SSA) 
as  an  independent  agency,  thanks  to  the  careful  planning  of  both  HHS  and  SSA 
staff. 

Following  up  on  this  change  and  on  the  implementation  of  the  Vice  President's 
Reinventing  Government  program,  we  have  streamlined  the  structure  of  our  Depart- 
ment. We  merged  some  of  our  operations  and  elitriinated  entire  management  lay- 
ers— we  have  freed  the  Assistant  Secretary  for  Health  from  day-to-day  management 
responsibilities  in  order  to  strengthen  this  absolutely  critical  leadership  and  policy 
role  in  the  Department's  public  health  and  science  agenda. 

We  also  have  merged  the  operations  of  the  Assistant  Secretary  for  Management 
and  Budget  with  the  Assistant  Secretary  for  Personnel  Administration.  The  final  re- 
sult of  these  reorganizations  is  a  lean,  tightly  organized  Office  of  the  Secretary. 

We  also  have  created  an  innovative  new  agency,  the  Program  Support  Center 
(PSC),  whose  sole  purpose  is  to  provide  administrative  services  on  a  fee-for-service 
basis  for  HHS  and  other  federal  agencies.  This  agency  is  internally  financed  and 
competitive,  and  it  is  offering  its  services  on  a  low-cost  fee-for-service  basis.  Fees 
and  service  levels  will  be  approved  by  a  Board  consisting  of  representatives  of  both 
customers  and  service  providers. 

After  a  nationwide  search,  I  have  just  appointed  Lynnda  Regan  as  the  first  Dir^ec- 
tor  of  the  PSC.  Ms.  Regan  is  a  highly  respected  executive  from  Westinghouse  and 
brings  to  the  Department  valuable  private  sector  knowledge  and  experience.  With 
Ms.  Regan's  leadership  and  the  management  structure  we  have  created,  the  PSC 
is  really  a  model  built  for  the  future.  It  represents  our  fundamental  commitment 
to  business-like  management  throughout  the  Department. 

Mr.  Chairman,  perhaps  most  important,  our  fiscal  year  1997  budget  continues  its 
wise  investment  in  the  future  health  and  well-being  of  all  Americans. 

Today's  young  people  are  tomorrow's  leaders.  Thus,  we  are  committed  to  the  goal 
of  building  Strong  Foundations  and  providing  Safe  Passages  for  all  children  and 
youth.  Strong  Foundations  are  the  building  blocks  of  success  for  children  and  fami- 
lies, while  Safe  Passages  provide  some  of  the  tools  for  navigating  the  often  turbulent 
journey  from  childhood  to  young  adulthood. 

One  such  Strong  Foundation  is  our  Head  Start  program.  Head  Start  is  a  program 
that,  when  done  right,  works  to  give  children  who  are  most  at-risk  a  hand  up  on 
the  educational  ladder  and  a  hand  up  in  life. 

Let  me  take  a  moment  to  tell  a  story  about  Head  Start  that  I  think  best  exempli- 
fies the  kind  of  vision  and  tough-minded  management  approach  that  we've  brought 
to  this  department  during  the  past  three  years. 

At  the  beginning  of  our  Administration,  we  discovered  that  in  some  communities. 
Head  Start  wasn't  always  being  done  right. 

So,  we  brought  in  the  best  experts  in  the  country — and  asked  them  for  a  candid 
assessment  of  what  needed  to  be  improved.  And  then,  we  rolled  up  our  sleeves  and 
got  right  down  to  work.  With  those  experts  and  bipartisan  support  in  Congress,  we 
set  quality  standards,  provided  resources  to  help  centers  meet  these  standards,  and 
enforced  strict  penalties  for  those  who  fail. 

Since  1993,  we've  helped  100  grantees  improve  their  programs  and  provide  qual- 
ity services  to  their  children. 

Our  philosophy  concerning  Head  Start  is  that  we  reward  and  demand  quality 
from  all  of  our  programs.  For  those  that  can't,  or  won't  meet  these  demands,  we  will 
close  or  reform  their  programs.  Indeed,  since  October  1993,  approximately  40  grant- 
ees have  been  terminated  for  failure  to  meet  quality  standards  or  have  relinquished 
their  grants. 

For  fiscal  year  1997,  we  have  proposed  an  increase  of  $447  million  over  the  fiscal 
year  1995  level  to  serve  46,000  more  children  than  we  served  in  fiscal  year  1995. 
As  part  of  this  enrollment  increase,  between  fiscal  year  1995  and  fiscal  year  1997 
an  additional  7,400  infants  and  toddlers  will  be  able  to  participate  in  the  Early 
Head  Start  program. 

The  President  believes  strongly  that  the  best  safety  net  for  our  children  is — and 
will  always  be — strong  families.  And,  whether  they're  struggling  to  get  jobs  or  keep 
them,  we  know  that  families  need  good  child  care  to  keep  their  children  safe. 
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That's  why  the  President  is  requesting  over  $1  billion  for  the  Child  Care  block 
grant — so  that  more  children  from  low-income  families  can  have  high  quality  child 
care  and  their  parents  can  have  peace  of  mind  while  they  work,  train  or  go  to 
school. 

We've  all  heard  the  horror  stories:  abused  children;  neglected  children;  forgotten 
children.  The  President  wants  to  work  with  states  and  communities  to  stop  these 
tragedies.  That's  why  he's  requesting  $419  million  in  discretionary  spending  to  help 
abused  and  neglected  children — by  encouraging  parental  responsibility  when  pos- 
sible and  providing  foster  care  and  adoption  when  necessary. 

Our  commitment  to  children  doesn't  stop  there.  The  President  believes  that  we 
must  help  parents  guide  their  children  along  the  right  path — the  healthy  path — the 
safe  path — in  life. 

That  means  increasing  our  investment  in  AIDS  prevention  by  $62  million.  It 
means  building  on  the  President's  historic  children's  tobacco  initiative  by  supporting 
innovative  community  partnerships  that  give  children  the  facts  about  a  deadly  ad- 
diction that  could  take  years  off  their  lives. 

It  means  working  with  the  White  House  Drug  Policy  Coordinator,  General  Barry 
McCaffrey,  to  ensure  that  all  engines  of  our  drug  strategy — prevention,  treatment, 
research,  interdiction  and  law  enforcement — are  working  together. 

And,  when  it  comes  to  preventing  teen  pregnancy,  it  means  building  on  our  suc- 
cess, from  targeted  demonstration  grants  to  the  President's  recent  initiative  to  re- 
quire teen  mothers  on  welfare  to  stay  in  school  and  live  with  a  responsible  adult. 

To  help  ensure  a  clear  message  of  abstinence  and  responsibility,  while  simulta- 
neously addressing  the  broader  health,  social,  education  and  emplo3Tnent  needs  of 
young  people,  our  budget  includes  a  new  $30  million  initiative  that  will  help  com- 
munities all  over  America  implement  local  strategies  with  promising  track  records 
of  reducing  teen  pregnancy. 

A  second  key  component  of  our  fiscal  year  1997  budget  is  to  maintain  cutting  edge 
health  and  science  programs.  To  that  end,  we  have  requested  $310  million  for  a  re- 
vitalized Warren  G.  Magnuson  Clinical  Center  at  the  National  Institutes  of  Health 
(NIH). 

This  new  state-of-the-art  clinical  center  vnll  house  nearly  half  of  all  clinical  re- 
search beds  in  the  country  and  provide  new  and  promising  research  opportunities 
for  intramural  and  extramural  scientists. 

Our  budget  also  provides  $6.6  billion  to  NIH  to  fund  a  record  total  of  25,400  ex- 
tramural research  grants.  With  regard  to  AIDS  research,  we  request  a  separate  ap- 
propriation of  $1.4  billion,  nearly  34  percent  over  1993  levels,  which  the  Office  of 
AIDS  Research  will  direct  to  the  most  promising  areas  of  scientific  inquiry. 

We  also  must  be  on  guard  against  new  and  emerging  infectious  diseases  that 
threaten  all  of  us — in  our  water,  in  our  air,  and  in  our  food.  Therefore,  the  Presi- 
dent's budget  almost  increases  to  $88  million  CDC's  national  research,  surveillance 
and  prevention  efforts  against  such  diseases  in  30  states.  We  also  request  $4  million 
to  renovate  and  repair  critical  containment  laboratory  space  at  the  Centers  for  Dis- 
ease Control  and  Prevention  in  Atlanta — laboratories  that  are  the  first  line  of  de- 
fense against  these  deadly  diseases. 

Further  highlights  of  our  fiscal  year  1997  budget  are  as  follows: 

Health  Resources  and  Services  Administration  (HRSA). — The  fiscal  year  1997 
budget  request  for  HRSA  is  $3.1  bilHon.  A  total  of  $807  million  is  proposed  for  Ryan 
White  activities,  a  $69  million,  or  9  percent  increase  over  fiscal  year  1996.  This  will 
continue  our  commitment  to  improve  the  quality  and  availability  of  care  for  individ- 
uals and  families  with  HIV  and  AIDS.  The  request  for  the  Consolidated  Health  Cen- 
ters cluster  provides  $757  million  for  grants  to  local  health  centers  that  serve  wil- 
nerable  underserved  populations,  including  migrant  workers,  homeless  individuals, 
and  residents  of  public  housing.  This  funding  level  maintains  our  commitment  to 
ensure  that  they  receive  quality  health  care.  In  keeping  with  the  Department's 
strong  commitment  to  investing  in  programs  that  support  Strong  Foundations  and 
Safe  Passages  for  our  Nation's  children,  the  HRSA  budget  supports  funding  for  sev- 
eral programs  with  the  sole  mission  of  improving  the  health  of  women  of  childbear- 
ing  age  and  their  children.  These  programs  include  the  Maternal  and  Child  Health 
Block  Grant  ($681  million);  and  the  Title  X  Family  Planning  program  ($198  million). 

Centers  for  Disease  Control  and  Prevention  (CDC). — The  fiscal  year  1997  request 
for  CDC  provides  a  $2.3  billion  level  of  spending.  Of  that  amount,  $488  million  will 
be  spent  on  CDC  discretionary  programs  for  childhood  immunization  to  continue  in- 
creasing the  percentage  of  two-year-olds  fully  immunized,  which  has  increased  from 
55  percent  in  1992  to  75  percent  in  1995.  These  funds,  when  combined  with  the  Vac- 
cines for  Children  (VCF)  entitlement  program  brings  the  total  HHS  childhood  im- 
munization expenditures  to  approximately  $1  billion.  A  total  of  $618  million,  an  in- 
crease of  $34  million  (6  percent)  over  fiscal  year  1996,  is  requested  for  CDC's  HFV/ 
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AIDS  prevention  programs.  In  fiscal  year  1997,  CDC  will  continue  to  identify  inter- 
ventions that  work  for  specific  populations  and  help  states  and  communities  better 
target  their  resources  to  where  they  will  be  the  most  beneficial. 

National  Institutes  of  Health  (NIH).— The  fiscal  year  1997  request  for  NIH  totals 
$12.4  billion,  an  increase  of  $467  million,  or  4  percent,  over  fiscal  year  1996.  This 
includes  an  additional  $274  million  for  facility  construction  and  renovation,  pri- 
marily for  the  Warren  G.  Magnuson  Clinical  Research  Center  and  an  additional 
$193  million  for  research  activities.  NIH  has  constructed  its  budget  request  to  mini- 
mize the  impact  on  research  project  grants  of  this  one-time  extraordinary  facilities 
cost.  An  additional  $99  million  is  requested  for  fiscal  year  1997  to  emphasize  re- 
search on  the  biology  of  brain  disorders;  on  new  approaches  to  pathogenesis,  the 
study  of  disease  origins  and  development;  on  new  preventive  strategies  against  dis- 
ease; on  genetics  of  medicine;  and  on  advanced  instrumentation  and  computers  in 
medicine  and  research.  The  highest  research  priority  of  NIH  is  the  support  of  basic 
biomedical  research  through  investigator-initiated  research  project  grants  (RPGs). 
These  grants  support  new  and  promising  ideas  cutting  across  all  areas  of  biomedical 
research.  In  fiscal  year  1997,  the  NIH  budget  provides  $6.6  billion  to  support  a 
record  total  of  25,400  RPGs,  including  6,827  new  and  competing  RPGs.  The  fiscal 
year  1997  budget  request  continues  to  include  all  of  NIH's  AJDS-related  funds — $1.4 
billion — in  a  single  account  for  the  Office  of  AIDS  Research  (OAR),  as  these  funds 
were  appropriated  in  fiscal  year  1995.  The  Director  of  OAR  will  transfer  AIDS  funds 
to  the  Institutes  in  accordance  with  the  comprehensive  plan  for  AIDS  research  de- 
veloped by  the  OAR  along  with  the  Institutes.  The  Administration  strongly  supports 
a  consolidated  AIDS  appropriation  as  a  vital  part  of  ensuring  a  coordinated  and 
flexible  response  to  the  AIDS  epidemic. 

Substance  Abuse  and  Mental  Health  Services  Administration  (SAMHSA). — The 
budget  request  for  SAMHSA  totals  $2.1  billion.  This  request  will  provide  important 
substance  abuse  and  mental  health  services  to  thousands  of  pregnant  women  and 
their  children,  high  risk  youth,  and  other  underserved  Americans.  This  budget  re- 
quest for  fiscal  year  1997  focuses  on  the  treatment  of  chronic  substance  abusers  who 
are  responsible  for  most  of  the  crime  related  to  drugs  and  for  the  use  of  75  percent 
of  all  illegal  drugs  brought  into  this  country.  An  increase  of  $214  million  is  re- 
quested to  treat  and  prevent  mental  illness  and  substance  abuse,  and  therefore,  ad- 
dressing recent  trends  in  these  areas.  Also  proposed  is  $1.5  billion  for  both  the  Sub- 
stance Abuse  and  Mental  Health  Performance  Partnership  state  grants  that  give 
states  maximum  flexibility  to  develop  treatment  systems  that  ensure  access,  quality, 
and  improved  outcomes  for  substance  abusers,  particularly  in  areas  of  high  inci- 
dence and  prevalence  of  substance  abuse. 

Agency  for  Health  Care  Policy  and  Research  (AHCPR).— The  fiscal  year  1997  re- 
quest for  AHCPR  provides  a  program  level  of  $144  million.  Consistent  with  a  De- 
partment-wide HHS  Survey  Integration  Plan,  AHCPR  will  fully  fund  the  Medical 
Expenditure  Panel  Survey  (MEPS) — replacing  the  National  Medical  Expenditure 
Survey  (NMES) — at  $45  million,  as  well  as  continue  to  fund  its  highest  priority  on- 
going research  commitments,  the  Research  on  Health  Care  Outcomes  and  Quality 
program  at  $48  million,  and  the  Health  Care  Systems  Cost  and  Access  program  at 
$48  million. 

Health  Care  Financing  Administration. — HCFA  is  the  largest  purchaser  of  health 
care  in  the  world.  In  fiscal  year  1997  Medicare  and  Medicaid  expenditures  will  be 
about  $319  billion  for  72  million  beneficiaries.  The  fiscal  year  1997  request  for 
HCFA  program  management  is  $2.2  billion.  Of  this  request,  73  percent  will  go  to 
77  private  sector  insurance  companies  throughout  the  United  States  who  pay  for  the 
care  given  to  Medicare  beneficiaries.  Only  about  16  percent  (i.e.,  $359  million)  of  the 
requested  amount  will  go  to  fund  federal  employees  and  activities  (about  one  tenth 
of  1  percent  of  total  projected  Medicare  and  Medicaid  outlays).  These  activities  wall 
maintain  and  strengthen  the  Department's  commitment  to  develop  more  efficient 
operating  systems;  manage  programs  to  fight  fraud,  waste  and  abuse;  and  promote 
and  monitor  managed  care  spending  and  quality  of  care.  To  deal  with  the  level  of 
growth  in  the  number  of  health  care  facilities,  an  additional  $26  million  is  included 
in  the  request  for  the  Survey  and  Certification  program. 

Administration  for  Children  and  Families  (ACF). — ACF  is  the  Department's  lead 
agency  for  programs  serving  America's  children,  youth,  and  families.  For  fiscal  year 
1997,  we  are  seeking  $7.7  billion  for  discretionary  programs  that  promote  healthy 
children,  supportive  families,  and  vibrant  communities.  Investing  in  Head  Start  and 
expanding  enrollment  are  key  Presidential  priorities.  The  fiscal  year  1997  budget 
request  of  $3.98  billion  for  Head  Start  will  serve  an  additional  46,000  children,  es- 
tablishing strong  foundations  for  a  total  of  nearly  800,000  children  and  their  fami- 
lies. The  budget  request  for  the  Child  Care  and  Development  Block  Grant  is  $1,049 
billion.  This  request  is  a  component  of  the  Administration's  continued  commitment 
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to  promoting  family  self-sufficiency  by  helping  states  fund  child  care  services  for 
more  children  from  low-income  working  families.  ACF  is  requesting  $419  million  for 
a  range  of  discretionary  programs  that  help  states  and  local  communities  to  protect 
children  by  strengthening  families  and  preventing  abuse;  intervening  when  families 
are  in  crisis;  and  when  necessary,  making  placement  decisions  to  ensure  children's 
safety. 

Administration  on  Aging  (AOA). — The  fiscal  year  1997  budget  for  AOA  provides 
$828  million  for  programs  aimed  at  improving  older  Americans'  quality  of  life.  For 
fiscal  year  1997,  AOA  requests  $451.2  million  for  Nutrition  Programs,  designed  to 
continue  providing  the  240  million  congregate  and  home-delivered  meals  served  to 
needy  senior  citizens.  This  request  also  includes  $295  million  to  provide  funding  for 
a  network  of  57  state  units,  670  Area  Agencies  on  Aging,  approximately  6,000  senior 
centers  and  more  than  27,000  service  providers,  and  $16  million  for  215  Indian  trib- 
al organizations  throughout  the  country.  A  total  of  $9.2  million  is  requested  for  in- 
home  services  for  the  frail  elderly.  The  Long-Term  Ombudsman  Program  will  be 
funded  at  $4.5  million  and  will  serve  1.5  million  nursing  home  residents.  To  improve 
service  and  to  streamline  administration,  the  request  provides  for  the  transfer  of 
USDA's  Nutrition  Program  for  the  Elderly  (NPE)  and  the  Department  of  Labor's 
Senior  Community  Services  Employment  Program  (SCSEP)  to  AOA. 

Departmental  Management  (DM). — The  DM  budget  includes  requests  for  three 
separate  appropriations — General  Departmental  Management  ($145  million),  Office 
for  Civil  Rights  ($22  million),  and  Policy  Research  ($9  million>— that  fund  activities 
to  provide  leadership,  policy,  legal,  and  administrative  guidance  to  HHS  compo- 
nents; carry  out  the  Department's  civil  rights  and  nondiscrimination  enforcement 
programs;  and  support  research  to  develop  policy  initiatives  and  improve  existing 
HHS  programs. 

Office  of  Inspector  General  (OIG).— The  OIG  requests  $75  million,  a  decrease  of 
$4.2  million  below  fiscal  year  1996.  OIG  will  focus  its  resources  in  the  following 
areas:  reviewing  our  efforts  to  improve  children's  welfare  and  child  support  enforce- 
ment collection  initiatives;  evaluating  providers  and  services  in  the  Medicare  and 
Medicaid  programs;  ensuring  the  effectiveness  of  the  public  health  deHver>-  pro- 
grams; auditing  management  control  systems  and  financial  operations;  and  the  final 
phase  of  Operation  Restore  Trust.  The  Medicare  Anti-fraud  and  Abuse  Program 
(MAAP)  is  a  proposed  initiative  to  restore  trust  and  accountability  to  the  Medicare 
program.  This  initiative  would  build  on  the  proven  effective  aspects  of  Operation  Re- 
store Trust,  enhance  general  Medicare  fraud  protection  activities,  allow  the  OIG  to 
pursue  innovative  anti-fraud  initiatives,  enhance  data  systems  to  assess  trends  and 
identify  possible  fraud  and  abuse,  and  expand  OIG  resources  by  retraining  and  add- 
ing staff  to  those  parts  of  the  country  where  fraud  schemes  are  unfolding.  Should 
this  legislation  be  enacted,  an  additional  $54  million  in  mandatory  funding  will  be 
added  to  supplement  OIG's  current  effort. 

In  summary,  Mr.  Chairman,  we  present  a  fiscal  year  1997  budget  that:  builds  on 
and  maintains  the  President's  commitment  to  balance  the  budget  in  seven  years;  ad- 
heres to  the  goals  of  the  Vice  President's  National  Performance  Review  by  "right- 
sizing"  our  management  structure  and  developing  new  business  approaches  to  deliv- 
ering administrative  services  in  a  low-cost,  efficient  manner;  provides  critical  social 
and  health  services  to  vulnerable  children  and  families;  and  maintains  our  national 
commitment  to  cutting-edge  health  and  science  programs. 

Our  fiscal  year  1997  budget  represents  a  strong,  well  thought  out,  and  fiscally 
prudent  blueprint  to  guide  us  into  the  21st  century.  It's  about  balancing  the  budget, 
being  tough  managers,  and  making  a  sustained  investment  in  the  health  and 
human  service  programs  that  all  of  our  citizens — from  the  youngest  to  the  oldest — 
will  need  to  thrive  in  the  21st  century. 

We  look  forward  to  working  with  this  Subcommittee  on  our  fiscal  year  1997  budg- 
et requests.  Thank  you  again,  Mr.  Chairman,  for  the  opportunity  to  present  our 
budget  to  the  Subcommittee.  I  will  be  happy  to  answer  your  questions. 

BALANCED  BUDGET 

Senator  Specter.  Thank  you  very  much,  Secretary  Shalala.  We 
will  proceed  on  the  subcommittee  with  5-minute  rounds. 

Madam  Secretary,  in  your  last  paragraph  you  talk  about  the  re- 
ality of  a  balanced  budget,  but  the  real  political  argument  between 
the  Congress  and  the  President  arises  because  of  the  tremendous 
cuts  which  are  present  in  the  years  2001  and  2002. 
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This  budget  has  $282  bilHon  in  nondefense  discretionary  outlays. 
In  the  year  2002,  it  is  projected  to  have  $252  bilHon,  which  is  $30 
bilHon  down,  and  if  you  figure  a  modest  inflationary  rate,  the  $282 
bilHon  would  rise  to  at  least  $322  billion,  and  yet  it  is  projected 
that  there  will  be  only  $252  billion  spent  on  those  same  nondefense 
discretionary  outlays. 

A  number  of  administration  officials  have  been  quoted  as  saying 
that  those  in  the  latter  2  years,  2001,  2002,  are  not  going  to  be 
binding.  Now,  even  I,  and  your  Department  and  this  subcommittee, 
have  had  a  very  good  nonpartisan  relationship,  and  I  do  not  mean 
to  be  partisan,  but  how  can  you  conceivably  justify  saying  that  you 
have  a  balanced  budget  when  there  are  such  enormous  cuts  in  the 
year  2002,  which  on  their  face  are  just  totally  unrealistic? 

Secretary  Shalala.  Senator,  we  contribute  to  the  balanced  budg- 
et, and  I  can  give  you  a  sense  of  what  our  numbers  will  be  at  HHS. 
We  will  protect  our  investments  and  we  will  bring  our  numbers 
down.  But,  simultaneously  the  President  will  protect  some  of  the 
key  investments.  Head  Start,  Ryan  White,  the  National  Institutes 
of  Health,  the  Indian  Health  Service,  so  that  we  will  be 

Senator  Specter.  So  we  now  know  some  of  what  is  going  to  be 
protected,  but  what  is  going  to  be  cut? 

Secretary  Shalala.  We  will  make  year-to-year  decisions.  I  am 
assuming  between  1998  and  the  year  2000  my  discretionary  budget 
will  decline  each  year  by  about  2  percent  from  the  previous  year. 

Senator  Specter.  That  does  not  add  up,  Madam  Secretary.  It 
cannot  decline  2  percent  when  it  goes  from  $282  billion  to  $252  bil- 
lion. 

Secretary  SllALALA.  We  will  decline  across  the  board  by  2  per- 
cent. We  will  have  to  bring  some  other  programs  down  below  that. 

Senator  Specter.  But  you  do  not  decline  by  an  across-the-board 
2  percent  when  you  go  from  $282  billion  to  $252  billion.  You  just 
do  not  do  that;  $30  billion  on  $282  billion  without  even  figuring  an 
inflationary  factor  is  about — that  is  just  more  than  that,  much 
more. 

Secretary  Shalala.  Oh,  I  am  sorry,  I  am  talking  about  the  dis- 
cretionary budget,  and  you  are  talking  about  the  entire  budget. 

Senator  Specter.  No;  I  am  talking  about  the  nondefense  discre- 
tionary outlays  as  depicted  on  chart  1. 

Secretary  Shalala.  Oh,  I  am  sorry. 

Senator  Specter.  The  figures  go  from  $282  billion  this  year  to 
$252  billion  in  the  year  2002,  and  if  you  add  a  modest  3  percent 
inflationary  factor,  the  282  will  turn  into  at  least  $322  billion,  and 
how  can  you  possibly  have  that  kind  of  reduction  in  nondefense  dis- 
cretionary spending? 

Secretary  Shalala.  It  is  going  to  be  painful,  and  we  know  it  is 
going  to  be  painful.  I  can  tell  you  what  the  Department  is  going 
to  have  to  do  in  terms  of  the  allocation  of  this  cut  to  the  Depart- 
ment. It  is  going  to  be  extraordinarily  painful  to  bring  this  budget 
down  very  rapidly. 

Senator  Specter.  My  yellow  light  is  on  and  I  want  to  maintain 
the  time,  and  we  have  quite  a  few  Members  here  today. 

Secretary  SHALALA.  And  we  will  make  year-to-year  decisions  de- 
pending on  what  our  budget  marks  are. 
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Senator  Specter.  Well,  I  want  you  to  tell  me  on  those  figures — 
you  told  me  explicitly  what  key  programs  you  are  going  to  protect. 
I  want  you  to  tell  me  explicitly,  by  written  material  within  2 
weeks,  what  programs  you  project  cutting  to  meet  those  figures. 

Secretary  Shalala.  Well,  Senator,  we  will  make  those  decisions 
year  by  year  as  we  submit  our  budgets,  and  some  of  it  will  depend 
on  what  kind  of  reorganization  we  do  in  the  entitlement  programs. 

I  testified  this  morning  on  Medicare,  and  on  the  long-term  strat- 
egy of  Medicare.  We  have  recommended,  a  new  bipartisan  advisory 
committee  that  will  look  at  long-term  financing  for  Medicare,  but 
I  can  give  you  year  by  year  as  we  work  through  our  budgets,  but 
those  targets  are  going  to  be  very  tough  to  meet.  I  can  tell  you 
what  the  President  has  already  indicated  he  is  going  to  try  to  pro- 
tect— but  we  are  going  to  have  to  do  these  budgets  year  by  year. 

Senator  SPECTER.  My  red  light  is  on,  so  I  am  just  going  to  make 
a  brief  comment.  President  Clinton  is  not  going  to  be  here  in  the 
year  2002.  You  may  be  here,  I  may  be  here.  I  do  not  want  to  hear 
about  Medicare.  That  is  in  round  2.  Medicare  has  got  nothing  to 
do  with  nondefense  discretionary  outlays. 

I  do  not  think  it  is  sufficient  to  tell  me  you  are  going  to  do  it 
year  by  year,  because  that  simply  is  a  dodge  as  to  what  you  are 
going  to  cut.  I  want  you  to  tell  us  how  you  are  going  to  do  this. 

If  you  want  to  tout  a  balanced  budget,  I  think  this  subcommittee 
is  entitled  to  know  what  you  are  going  to  cut,  or  some  idea  as  to 
what  you  are  going  to  cut,  and  I  repeat.  Madam  Secretary,  you  and 
I  on  a  personal  level  and  your  Department  and  this  subcommittee 
have  had  an  excellent  bipartisan  relationship,  and  I  intend  to  do 
my  part  to  keep  it  that  way,  but  if  you  want  to  talk  about  a  bal- 
anced budget,  I  just  think  we  have  to  know  how  you  are  going  to 
square  that  circle. 

Secretary  Shalala.  Senator,  I  think  we  are  both  talking  about 
a  balanced  budget,  and  the  way  in  which  we  are  going  to  square 
that  circle  is  by  a  bipartisan  effort,  as  we  have  done  in  the  past, 
to  work  our  way  through  year  by  year,  meeting  our  budget  targets. 
It  is  not  going  to  be  easy.  We  are  going  to  have  to  make  some  fun- 
damental changes  in  what  the  Government  finances. 

We  have  some  sense  initially  from  the  President's  priorities  what 
programs  we  will  need  to  protect,  but  I  cannot  give  you  the  out- 
years,  other  than  the  budget  numbers,  as  to  what  specific  programs 
we  are  prepared  to  say  at  this  point  in  time  that  we  are  going  to 
cut  5  years  out. 

Senator  Specter.  Well,  I  can  understand  why  you  cannot  give  us 
the  figures,  because  they  would  just  be  decimating  to  programs.  I 
have  taken  a  look  at  these  line-by-line,  and  some  smarter  people 
than  I  have  taken  a  look  at  them,  Craig  Higgins  and  Bettilou  Tay- 
lor, and  they  cannot  even  answer  the  questions. 

We  are  going  to  go  in  terms  of  arrival  today.  Senator  Gregg. 

breast  cancer 

Senator  GREGG.  Well,  I  think  as  the  old  fellow  from  Maine  used 
to  say,  or  says,  you  cannot  get  there  from  here  on  your  point,  Mr. 
Chairman. 

Let  me  ask  a  different  question.  Under  the  Office  of  AIDS  Re- 
search [OAR]  we  have  a  coordinated  system  of  managing  AIDS  re- 
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search.  We  have  all  these  different  research  initiatives  going  on  for 
breast  cancer.  We  have  DOD,  we  have  CDC.  Has  anybody  taken  a 
hard  look  at  whether  we  should  not  use  the  same  type  of  approach 
we  are  using  for  OAR  for  breast  cancer  and  get  a  coordinated  sys- 
tem going  so  we  do  not  have  everybody  on  it?  I  know  there  is  some 
coordination,  but  have  a  more  formalized  exercise? 

Secretary  Shalala.  Actually,  we  have  initiated  coordination  of 
those  efforts  in  a  couple  of  different  ways.  First,  the  President's  ac- 
tion plan  on  breast  cancer  coordinates  our  activities,  it  includes 
other  agencies  like  the  DOD  and  Veterans  Affairs,  and  coordinates 
research  treatment  and  prevention  activities  under  the  Deputy  As- 
sistant Secretary  for  Women's  Health  and  the  Director  of  the  Na- 
tional Cancer  Institute.  So  we  have  tried  to  build  a  strategy  man- 
agement team  to  get  better  coordination  in  our  breast  cancer  ef- 
forts. 

Within  my  own  Department,  the  FDA  is  deeply  involved  because 
they  are  certif3dng  the  mammogram  machines  and  they  have  their 
own  initiatives  in  this  way.  The  National  Cancer  Institute,  HRSA 
with  its  community  health  centers,  the  Public  Health  Service,  and 
HCFA  is  a  big  participant.  Add  to  that  the  DOD,  Veterans  Affairs, 
the  CIA  now,  because  as  Senator  Specter  knows  we  have  a  major 
initiative  working  with  the  CIA  in  this  area,  and  we  have  indeed, 
I  think,  both  brought  together  some  discipline  and  can  demonstrate 
to  you  that  there  actually  is  a  strategy  there. 

Senator  Gregg.  Well,  it  just  seems  to  me — I  know  there  is  an  at- 
tempt to  do  that,  but  I  think  a  little  more  formalized — the  OAR  ex- 
ample has  been  a  success.  Maybe  we  should  consider  looking  at 
that. 

MEDICARE 

On  another  subject,  on  the  Medicare  issue,  which  you  touched  on 
in  your  testimony,  as  I  understand  the  administration's  proposal 
for  trying  to  address  the  solvency  issue  of  the  part  A  trust  fund, 
which  under  the  trustee's  report — you  are  a  trustee — States  will  go 
insolvent  in  the  year  2001  to  the  extent  of  $33  billion,  but  in  the 
year  2002  it  will  actually  be  insolvent  to  the  extent  of  $100  billion, 
which  is  a  staggering  number,  and  the  actuaries  have  changed  the 
estimate  of  what  would  be  required  to  bring  it  into  short-term  actu- 
ary solvency  from  the  $380  billion  number  to  a  $586  billion  num- 
ber. 

Those  are  colossal  numbers  that  we  are  looking  at  in  the  area 
of  deficiency  in  the  fund  and  in  the  area  of  what  we  need  to  do  in 
order  to  get  actuarial  solvency,  which  is  critical. 

The  core  of  the  proposal  from  the  White  House,  from  the  admin- 
istration on  this  issue  has  been,  or  the  biggest  dollar  number  of 
your  proposal  has  been  to  move  home  health  care,  $55  billion,  out 
of  part  A  into  theoretically  part  B  but  not  part  B,  because  as  I  un- 
derstand the  proposal  it  is  that  under  part  B,  as  we  all  know,  sen- 
iors have  to  pay  25  percent  of  the  cost  of  the  insurance,  but  under 
the  White  House  proposal  seniors  would  bear  no  burden  for  the 
home  health  care  insurance  proposal. 

So  the  proposal,  if  I  can  try  to  characterize  it,  is  to  take  $55  bil- 
lion which  is  now  being  carried  as  a  cost  of  the  insurance  trust 
fund  and  move  it  into  what  is  basically  a  general  revenue  item  to 
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be  supported  by  the  General  Treasury  and  by  taxpayers  at  large, 
and  create  basically  a  huge  intergenerational  shift  of  responsibility 
from  the  part  A  trust  fund  to  the  general  taxpayer,  and  in  the  proc- 
ess put  home  health  care  at  significant  risk,  because  it  will  then 
have  to  compete  with  defense  and  with  everybody  else  in  this  com- 
mittee in  order  to  get  funded. 

I  would  be  interested  in  your  characterization  of  why  you  think 
it  is  justifiable  to  move  home  health  care  in  what  amounts  to — it 
has  no  structural  positive  impact  on  the  health  care  costs  of  sen- 
iors. In  other  words,  the  moving  of  the  home  health  care  burden 
from  seniors  under  the  part  A  trust  fund  to  the  general  public  to 
having  it  be  supported  by  general  revenues  has  no  impact  on  im- 
proving health  care  delivery,  and  it  has  no  impact  on  controlling 
costs.  All  it  does  is  create  new  payers. 

And  I  guess  my  question  is,  how  do  you  defend  that  as  a  sub- 
stantive proposal  to  improve  the  present  Medicare  crisis  which  we 
face? 

Secretary  Shalala.  Well,  first  of  all,  our  major  proposal  to  deal 
with  the  Medicare  crisis — let  me  put  my  trustee  hat  on  and  say 
what  we  recommended  as  trustees. 

First,  a  short-term  solution  to  add — in  our  case  the  President  has 
made  a  recommendation,  leaving  aside  the  home  health  care  piece 
under  CBO  estimates  about  $116  billion  in  a  variety  of  different 
approaches,  including  slowing  down  provider  reimbursements  both 
in  part  A  and  in  part  B. 

What  the  trustee  said  was  that  we  need  to  add  on  more  years, 
and  our  preference  is  to  add  on  5  for  a  total  of  10.  Simultaneously, 
the  trustees  have  recommended  that  we  have  an  advisory  commit- 
tee to  deal  with  the  long-term  needs  of  the  Medicare  system  to  deal 
with  the  recommendations  on  major  reforms  for  the  Medicare  sys- 
tem in  the  long  run. 

We  believe  that  a  short  term,  bipartisan  solution  is  possible,  be- 
cause we  have  looked  at  the  Republican  proposals  and  at  our  pro- 
posals, and  we  believe  that  there  is  commonality  between  the  two 
at  least  in  concept. 

I  cannot  say  to  you  that  there  are  specific  proposals  that  are  ex- 
actly the  same,  but  clearly  we  are  going  after  the  same  areas,  pro- 
vider reimbursement,  better  ways  of  paying  for  managed  care — I 
mean,  there  are  a  variety  of  different  areas  that  we  can  agree  on, 
and  from  our  conversations  in  December  and  January  we  think 
that  there  is  enough  there  to  at  least  extend  the  trust  fund  a  dec- 
ade, and  then  we  can  deal  with  the  longer  term  issues. 

On  the  issue  of  home  health  care,  which  is  in  addition  to  that, 
it  is  an  idea  that  has  had  bipartisan  support  for  a  long  time.  As 
a  matter  of  fact,  as  late  as  last  year  there  were  two  House  votes 
on  home  health  care  on  the  Republican  side  in  which  all  of  the  Re- 
publican Members  of  the  House  voted  for  taking  part  of  home 
health  care  out  of  part  A  and  moving  it  to  part  B,  and  Senator 
Specter,  if  you  do  not  mind,  I  will  explain  what  the  underlying  pol- 
icy argument  is  for  doing  that. 

Home  health  care  originally  started  as  a  program  essentially  for 
those  that  had  a  major  operation  and  they  needed  some  home 
health  care  as  part  of  the  recovery  process.  Skilled  nursing  home 
care  is  also  in  part  A,  and  that  operates  in  the  same  way. 
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It  has  evolved  into  a  program  not  necessarily  linked  to  hospital 
care,  and  what  we  would  like  to  do  is  to  split  the  hospital  care  part 
and  keep  that  in  part  A,  and  move  what  has  become  a  significant 
long-term  care  piece  that  is  more  appropriate  in  part  B. 

We  are  reordering  with  a  good  strong  policy  rationale  which  has 
been  supported  by  every  Member  of  the  House,  and  I  realize  Mem- 
bers of  the  Senate  have  not  approved  this,  on  at  least  two  votes  in 
Republicans'  own  proposals. 

What  I  said  today  at  the  hearing 

Senator  Gregg.  Excuse  me  if  I  could  just  pause  you  here,  be- 
cause my  time  has  run  out. 

If  that  proposal  came  to  the  Senate,  I  do  not  think,  nor  do  I  think 
that  the  House  voted  on  it  in  a  framework  which  said  that  you 
were  shifting  the  burden  of  pa3dng  the  cost  of  this  item,  home 
health  care,  from  the  trust  fund  which  is  supported  by  the  hospital 
insurance  tax  to  the  general  taxpayer. 

I  believe  that  one  element  of  the  question  I  would  hope  you  could 
respond  to  is  why  the  administration  decided  to  do  that  intergen- 
erational  shift,  and  on  top  of  doing  that  intergenerational  shift,  say 
to  seniors,  you  will  not  have  any  obligation  under  the  traditional 
part  B  standard,  which  was  that  at  least  you  picked  up  25  percent 
of  the  cost? 

Secretary  Shalala.  Some  of  this  is  related  to  our  own  feeling 
that  seniors — the  average  income  for  seniors  in  this  country,  they 
are  living  longer,  and  they  are  getting  poorer — our  great  interest 
in  keeping  their  premium  payments  down,  and,  therefore,  that  is 
the  reason  for  that  transfer. 

But  I  also  want  to  explain  that  in  the  President's  own  proposal 
we  take  significant  savings  out  of  part  B — I  think  it  is  something 
over  $40  billion  out  of  part  B  so  that  we  have  savings  both  from 
part  A  and  part  B. 

What  I  said  this  morning,  Senator  Gregg,  which  I  hope  will  be 
helpful,  is  that  if  we  can  get  to  a  table,  we  are  prepared  to  put  our 
proposals  on  the  table  and  have  your  party  put  your  proposals  on 
the  table  and  let  us  see — I  know  there  are  controversial  proposals 
that  both  of  us  have.  Specifically  for  taking  care  of  the  trust  fund 
in  the  short  run,  let  us  see  what  we  can  agree  on,  and  then  take 
that  package,  agree  on  it,  and  get  the  extra  5  years  that  will  give 
us  a  decade,  and  set  up  a  longer-term,  bipartisan  process  for  deal- 
ing with  the  fundamental  issues  that  all  of  us  want  to  get  to  as 
soon  as  possible. 

Senator  Gregg.  I  am  sorry,  my  time  is  up.  I  apologize. 

Senator  Specter.  Thank  you.  Senator  Gregg.  Senator  Kohl. 

LIHEAP 

Senator  KoHL.  Thank  you  very  much,  Mr.  Chairman. 

Secretary  Shalala,  as  you  know,  we  have  just  gotten  through  a 
severe  winter  in  Wisconsin  and  all  across  the  country.  I  want  to 
commend  you  and  the  President  for  releasing  LIHEAP  funding 
during  the  budget  impasse  and  the  Government  shutdown.  This  as- 
sistance was  essential  for  low  income  famiUes  to  combat  the  ex- 
treme cold  all  across  the  country. 
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So  now,  even  though  spring  is  emerging,  we  need  to  provide  for 
LIHEAP  funding,  or  at  least  the  feeUng  of  comfort  that  funding 
will  be  available  in  the  years  to  come. 

Can  you  say  something  that  will  provide  some  reassurance  to  us 
that  the  administration  recognizes  how  important  LIHEAP  funding 
is,  and  that  we  can  look  forward  to  the  support  of  the  administra- 
tion for  continued  funding  for  LIHEAP? 

Secretary  Skalala.  Thank  you.  Senator.  We  in  fact  very  much 
would  like  to  secure  the  funding  for  LIHEAP.  For  fiscal  year  1997 
we  are  requesting  $1  billion,  plus  $300  million  in  emergency  fund- 
ing. That  is  the  same  as  we  requested  the  previous  fiscal  year,  but 
in  addition,  we  are  also  requesting  an  advanced  appropriation  of  $1 
billion  for  fiscal  year  1998  to  try  to  stabilize  this  country's  commit- 
ment to  what  has  become  a  very  important  program. 

Senator  KoHL.  So  we  did  forward  funding.  This  past  year  when 
the  shutdowns  occurred  LIHEAP  was  maintained  as  a  result  of  for- 
ward funding.  Is  that  what  you  are  talking  about,  some  forward 
funding  for  LIHEAP? 

Secretary  Shalala.  Well,  no,  actually  we  did  a  couple  of  things 
this  winter.  We  got  the  regular  appropriations  money  out,  and  then 
we  went  into  the  emergency  funding  and  got  that  out  very  quickly. 
In  addition  to  that,  we  are  highlighting  this  program  and  request- 
ing an  advanced  appropriation  of  $1  billion  for  1998  so  that  we  will 
know  we  have  a  commitment  in  the  future. 

SOCIAL  DEVELOPMENT  COMMISSION  [SDC] 

Senator  Kohl.  All  right.  Thank  you  so  much. 

I  wanted  to  ask  you  about  a  situation  in  Milwaukee  which  has 
just  erupted  again,  and  that  is  the  Social  Development  Commission 
in  Milwaukee,  which  is  the  main  antipoverty  agency  in  Milwaukee. 
It  is  funded  overwhelmingly  at  the  Federal  level.  I  think  90  percent 
of  the  funding  is  at  the  Federal  level. 

Last  year  they  received  $30  million  from  the  Federal  Govern- 
ment, even  though  it  is  not  specifically  a  Federal  agency.  It  is  an 
intergovemment  agency.  It  is  not  directly  under  the  control  or  the 
responsibility  of  the  Federal  Government,  but  the  Federal  Govern- 
ment provides  over  90  percent  of  its  funding,  and  it  has  been  ac- 
cused now  for  several  years  of  gross  mismanagement  and  even 
fraudulent  practices. 

Just  yesterday,  there  was  a  headline  in  the  Milwaukee  Journal 
which  said,  the  inept  SDC  has  been  keeping  food  away  from  the 
poor,  been  allowing  food  to  rot  in  warehouses  while  people  were  in 
need  of  the  food,  and  at  the  same  time  spending  money  lavishly  for 
one  thing  and  another.  It  is  an  agency  under  real  attack,  and  the 
fact  that  it  receives  most  of  its  funding  from  the  Federal  Govern- 
ment, of  course,  is  something  that  I  know — and  HHS  in  particular 
should  know — that  we  should  be  concerned  about. 

Mayor  Nordquist  from  Milwaukee  has  called  for  its  abolition,  and 
I  do  not  think  it  is  going  to  go  away,  the  problem  will  not  go  away, 
and  I  am  interested  in  whether  or  not  you  can  provide  some  reac- 
tion and  some  assurance  to  the  people  of  Milwaukee  that  you  all 
are  not  going  to  ignore  the  problems  that  may  exist  at  the  SDC  in 
Milwaukee. 
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Secretary  Shalala.  We  certainly  are  not  going  to  ignore  them, 
Senator.  We  are  not  sure  whether  I  am  recused  on  this  issue,  on 
whether  it  is  actually  a  State  agency  or  not,  but  let  me  say,  as  I 
reported  in  my  testimony,  we  are  closing  agencies  that  do  not  meet 
our  standards,  and  I  will  make  sure  when  I  get  back  that  the  in- 
spector general  is  in  touch  with  the  State  auditor  in  Wisconsin  and 
is  reading  that  report,  and  knows  about  the  issue.  My  assumption 
is  that  she  does  indeed. 

But,  we  have  zero  tolerance  for  fraud  or  for  waste  in  our  pro- 
grams. We  have  demonstrated  that  lack  of  tolerance  for  any  kind 
of  fraud  or  waste  or  inefficiency  in  our  programs  by  actually  closing 
programs  for  the  first  time  in  this  country.  We  are  not  afraid  to 
do  it,  and  I  will  make  sure  that  this  issue  is  properly  reviewed. 

HEALTHY  START 

Senator  Kohl.  I  have  a  question  about  the  healthy  start  initia- 
tive. As  you  know,  the  Milwaukee  healthy  women  and  infants 
project  was  one  of  the  original  sites  that  was  approved  by  HHS  in 
1991.  There  were  21  projects;  15  were  funded  right  out  of  the  box, 
and  there  were  6  not  funded. 

Milwaukee  was  one  of  those  that  got  late  funding  in  1994,  and 
the  Milwaukee  project  has  done  a  good  job.  I  think  that  it  has  pro- 
vided some  real  service  in  this  area,  and  there  is  a  question  about 
its  funding  again,  and  I  would  like  some  reassurance  from  you  that 
you  will  take  a  close  look  at  what  has  been  done  in  Milwaukee  with 
respect  to  this  healthy  start  initiative  and  if  it  deserves  to  be  fund- 
ed, and  I  think  you  will  find  it  deserves  to  be  funded,  that  it  will 
get  funding  from  you. 

Secretary  Shalala.  We  have  requested  $75  million  for  Healthy 
Start  for  this  year.  If  you  will  remember,  this  was  always  envi- 
sioned as  a  5-year  demonstration  program,  and  in  that  design  it 
was  assumed  that  the  grantees  would  start  leveraging  other  funds 
to  maintain  their  activities  once  the  demonstration  grant  is  over. 

I  think  the  Milwaukee  program  is  in  its  early  years.  $20  million 
of  that  $75  million  that  we  have  asked  for  will  go  to  existing  grant- 
ees to  support  probably  12  to  15  selected  successful  strategies.  We 
are  going  to  finish  up  some  projects  under  this,  but  this  is  one  of 
the  programs  that  we  need  to  finish  up  at  some  point,  particularly 
those  that  have  begun  to  phase  out  in  the  program  and  see  what 
we  have  learned  that  can  be  incorporated  into  the  larger  and  more 
mainstream  of  the  Department's  programs.  But  I  will  m£ike  sure 
that  the  Milwaukee  program  gets  a  thorough  review. 

Senator  Kohl.  Thank  you. 

Senator  Specter.  Thank  you  very  much.  Senator  Kohl.  Senator 
Cochran. 

WELFARE  REFORM 

Senator  CoCHRAN.  Mr.  Chairman.  Madam  Secretary,  thank  you 
very  much  for  your  cooperation  with  the  committee,  and  also  for 
your  past  efforts  to  communicate  matters  of  interest  to  us  on  an 
individual  basis. 

I  remember  in  December  1994  your  calling  me  when  I  was  back 
in  Mississippi  to  tell  me  that  waivers  from  our  State  for  its  welfare 
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reform  initiative  had  been  approved.  And  since  then,  I  am  happy 
to  report  that  that  demonstration  program  seems  to  be  well-re- 
ceived in  our  State. 

We  had  a  number  of  people,  and  I  do  not  have  the  figures  in  my 
head  right  now,  who  were  really  locked  into  a  welfare  program  that 
was  not  really  serving  their  needs.  They  now  have  hope  through 
job  training  and  other  efforts  in  this  initiative  and  the  participation 
of  our  private  sector  to  find  jobs,  get  work,  to  do  better  for  them- 
selves and  their  families.  We  appreciate  the  efforts  that  were  made 
by  your  Department  to  help  make  sure  that  we  were  able  to  experi- 
ment with  that  program  as  other  States  have  been. 

One  other  thing  I  would  like  to  suggest  is  that  Congress  ought 
to  embrace  the  President's  proposal  on  Medicare  reform  insofar  as 
it  calls  for  immediate  action  to  begin  making  changes  in  that  pro- 
gram. We  should  establish  a  commission  to  recommend  long-term 
changes  to  protect  the  solvency  of  that  program  and  the  future  ben- 
efits for  older  Americans. 

I  think  that  there  has  been  too  much  partisanship  in  this  issue 
area,  and  it  has  resulted  in  nothing  getting  done.  I  foresee  nothing 
getting  done  in  the  future  unless  somebody  says  OK,  we  will  try 
your  way.  The  President  would  not  try  Congress'  way.  He  vetoed 
the  Balanced  Budget  Act  that  contained  the  reforms  in  the  Medi- 
care Program  that  would  have  fixed  the  problem. 

It  would  have  made  a  lot  of  changes.  They  were  tough  changes, 
tough-minded  approaches,  but  a  recognition  that  something  had  to 
be  done.  As  a  trustee,  your  report  that  you  just  released  confirms 
the  worst  suspicions.  As  a  matter  of  fact,  it  suggests  that  our  sus- 
picions of  insolvency  were  not  nearly  dramatic  enough,  that  you  are 
projecting  now  a  greater  degree  of  insolvency  in  that  program  than 
you  had  last  year. 

I  am  suggesting  to  my  friends  in  the  Senate,  and  I  have  talked 
to  some  who  are  on  key  committees,  that  we  accept  the  President's 
recommendation,  make  the  changes  he  suggests,  except  for  the 
switching  of  the  home  health  costs  to  the  General  Treasury.  That 
is  not  going  to  save  costs.  It  is  not  going  to  make  any  changes  ex- 
cept just  move  the  responsibility  for  pa)dng  those  costs  into  the 
General  Treasury.  But  in  all  other  respects  we  should  say,  OK,  we 
will  enact  your  proposal. 

I  just  want  to  clarify  one  thing.  When  you  say  the  advisory  com- 
mittee, are  you  suggesting  a  commission  along  the  lines  of  the  So- 
cial Security  Commission  that  Alan  Greenspan  chaired  back  in  the 
eighties  when  we  fixed  the  Social  Security  trust  fund?  That  to  me 
seems  like  a  good  recommendation,  and  I  think  as  a  part  of  the 
agreement  the  President  and  the  Democratic  leaders  in  Congress, 
if  they  would  agree  to  that,  let  us  get  it  enacted.  Let  us  go.  We  can 
make  it  part  of  reconciliation. 

Secretary  Shalala.  Senator  Cochran,  the  trustees  were  delib- 
erately vague  in  what  the  commission  would  look  like  so  that  we 
could  work  out  a  bipartisan  agreement  on  what  the  commission 
would  look  like. 

It  could  be  a  Greenspan  commission,  it  could  be  a  looser  advisory 
commission.  Whatever  it  is,  the  Republican  and  Democratic  leader- 
ship with  the  President  need  to  sit  down  and  get  that  done. 
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We  have  also  suggested  we  get  to  the  table  on  the  short-term  so- 
lution. You  have  suggested  that  the  Congress  accept  the  President's 
recommendations  except  for  the  transfer.  We  would  be  happy  with 
that,  but  we  also  see  some  things  in  the  Republican  recommenda- 
tions, and  we  think  that  if  we  sat  down  honestly  at  the  same  table 
we  actually  could  do  the  short-term  fix  together  and  then  do  the 
long  term 

Senator  Cochran.  Let  me  just  interrupt  on  that  point.  We  have 
fallen  for  that  enough.  Sitting  down  and  talking  at  the  White 
House  has  not  produced  anything  except  a  lot  of  photo  opportuni- 
ties and  a  lot  of  political  grandstanding,  and  I  do  not  know  about 
the  other  Members  of  the  Senate  but  I  am  tired  of  that,  and  I 
would  say  no. 

You  have  already  made  a  proposal.  Let  us  enact  it.  Let  us  put 
it  in  a  bill  and  send  it  to  the  President  and  see  if  he  will  sign  it. 
I  am  prepared  to  call  his  bluff  on  this  one  and  say,  OK,  let  us  put 
together  a  commission.  Let  us  have  it  on  the  same  basis  as  the 
Alan  Greenspan  Commission,  and  agree  in  advance  to  accept  the 
recommendation  and  implement  it. 

I  think  the  American  public  are  tired  of  the  flim-flams  that  they 
have  been  getting  on  this  issue.  This  is  now  way  too  serious  to  con- 
tinue playing  politics  with  it,  and  that  is  what  we  have  been  see- 
ing. The  American  people  are  tired  of  it.  I  am  tired  of  it.  Somebody 
has  got  to  say,  let  us  stop  it,  and  I  am  suggesting,  let  us  stop  it 
right  now. 

Secretary  Shalala.  I  accept,  Senator. 

Senator  Specter.  Senator  Cochran,  I  have  only  been  on  this 
committee  with  you  for  16  years,  and  bravo.  I  think  that  is  the 
most  forceful  statement  I  have  heard  from  anybody  in  16  years. 

Senator  Bond. 

BALANCED  BUDGET 

Senator  Bond.  Boy,  that  is  a  tough  act  to  follow,  Mr.  Chairman. 
I  guess  I  thank  you  for  calling  on  me. 

Madam  Secretary,  I  certainly  appreciate  my  colleague's  forceful 
statement  of  a  means  of  dealing  with  the  problem,  and  I  want  to 
express  to  you,  Madam  Secretary,  my  appreciation  for  the  many 
areas  in  which  we  have  dealt.  Senator  Cochran  mentioned  several 
areas  where  he  had  worked  with  your  Department,  and  I  want  to 
assure  you  that  we  appreciate  those  working  relationships.  Some- 
times we  forget  to  say  thank  you  for  the  courtesies  and  the  oppor- 
tunities to  work  with  you. 

But  I  have  a  major  problem,  and  I  need  to  work  through  this 
with  you.  The  chairman  of  this  committee  began  a  discussion  of  it, 
and  I  think  it  is  very  important,  because  as  members  of  the  Appro- 
priations Committee,  and  also  for  me,  I  am  a  member  of  the  Budg- 
et Committee,  we  have  to  figure  out  what  we  are  going  to  be  doing 
in  the  future,  and  you  have  a  lot  of  extremely  important  programs, 
CDC,  Head  Start,  child  care,  community  health  centers,  a  whole 
list  of  things  that  are  very  important  to  me. 

And  we  all  know  that  the  budget  proposal  for  this  year  included 
triggered  cuts.  I  think  0MB  Director  Rivlin  said  we  put  in  an  in- 
surance policy  if  the  Congressional  Budget  Office  revises  its  eco- 
nomic outlook  and  its  estimates  so  that  our  budget  when  they  score 
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it  does  not  reach  balance  in  2002,  we  propose  cutting  additional 
discretionary  spending  to  close  the  gap. 

Well,  as  we  all  know,  what  CBO  did  was  say  that  this  budget 
was  about  $81  billion  out  of  whack,  so  they  said,  OK,  we  will  boost 
back  up  the  tsixes,  we  will  have  a  tax  increase,  increase  the  taxes 
again  where  we  provided  a  reduction  of  about  $14  billion,  but  then 
we  have  to  cut  $67  billion  out  of  domestic  discretionary,  and  that 
equates  to  a  10-percent  cut  in  2001  and  an  18-percent  cut  in  2002. 

What  I  am  trying  to  figure  out  is,  how  have  you  planned  to  allo- 
cate those  cuts  within  the  very  important  agencies  in  your  Depart- 
ment? 

Secretary  Shalala.  Well,  I  can  tell  you  in  a  gross  way  what  I 
have  just  said.  From  1998  to  2000  we  expect  our  budget  will  de- 
cline each  year  by  about  2  percent  from  the  previous  year.  Pro- 
grams that  are  protected  from  this  decline  by  Presidential  directive 
are  Head  Start  and  Ryan  White,  or  being  held  constant  are  the  In- 
dian Health  Service,  and  I  realize  that  is  not  under  the  jurisdiction 
of  this  committee,  the  National  Institutes  of  Health,  the  adminis- 
tration of  the  Medicare  Program.  The  rest  of  the  Department  we 
will  have  to  manage  a  set  of  declines  under  these  numbers  of  8  to 
9  percent  in  1998,  1999,  and  2000  under  the  President's  budget. 

I  have  not  worked  that  out  in  detail.  I  have  not  selected  which 
programs  are  going  to  suffer  the  most  severe  cuts.  What  we  have 
done  is  identified  a  handful  of  Presidential  investments  that  the 
President  wants  us  to  protect  in  the  process  of  reorganizing  these 
programs. 

Senator  Bond.  I  have  just  here — I  can  hold  this  up.  You  can  see 
that  this  is  the  child  care  and  development  block  grant.  Even  by 
the  year  2000  it  goes  from  over  $1  billion  to  down  below  $800  mil- 
lion. 

But  what  I  am  really  interested  in  is  what  kind  of  direction  that 
you  have  had  from  the  President.  You  said  that  NIH — is  NIH 

Secretary  Shalala.  NIH,  HCFA,  Head  Start,  and  Ryan  White. 
Those  are  the  ones  that  I  know  of  that  are  somewhat  protected. 
None  of  these  programs  are  going  to  grow  very  much,  even  the 
ones  that  are  protected,  because  you  have  to  bring  down  the  budget 
so  rapidly. 

Senator  Bond.  But  if  you  have  a  10-percent  and  an  18-percent 
cut,  and  you  exempt  these  major  activities,  you  are  going  to  have 
to  have  20,  30,  50  percent  cuts  in  some  of  these. 

Secretary  Shalala.  Or  eliminate  programs. 

Senator  Bond.  All  right.  Which  ones?  Has  the  Budget  Office  indi- 
cated to  you,  or  have  you  indicated  to  them  what  they  are  going 
to  eliminate? 

Secretary  Shalala.  I  have  not,  ^nd  they  have  not.  We  will  be 
doing  it  as  part  of  the  regular  budget  process.  But,  let  me  assure 
you  that  we  are  thinking  now  about,  within  this  framework  of  a 
balanced  budget,  how  difficult  it  is  going  to  be.  We  are  going  to 
have  to  make  some  tough  decisions  as  part  of  an  internal  strategic 
process,  and  that  process  is  already  starting  as  we  think  about 
these  programs  and  what  programs  we  are  going  to  need  in  the  fu- 
ture. 

Senator  Bond.  So  there  is  no  way  we  can  really  gauge,  and 
frankly,  the  0MB  has  criticized  some  of  our  outyear  spending  pro- 
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grams  in  the  budget  that  we  have  presented,  so  you  are  saying  that 
none  of  the  numbers  in  2001  and  2002,  you  cannot  tell  where  any 
of  the  cuts  are  going  to  be. 

Secretary  Shalala.  No;  I  can  tell  you  the  group  of  programs  that 
will  have  to  suffer  the  cuts,  but  I  have  actually  done  this  kind  of 
thing  before,  and  it  is  pretty  awful,  but  we  are  going  to  have  to 
make  decisions  over  whether  programs  actually  survive. 

I  mean,  what  you  do  not  want  to  do  is  to  bleed  every  part  of  your 
budget,  so  we  are  going  to  have  to  come  up  here  and  talk  to  our 
Appropriations  Committees,  both  Republicans  and  Democrats, 
about  what  it  is  going  to  take  to  meet  these  budget  marks,  and  you 
can  be  sure  that  we  will  go  through  a  thoughtful,  tough-minded 
process  if  we  are  going  to  meet  these  numbers. 

Senator  Bond.  Well,  unfortunately — I  apologize,  my  time  is  up — 
as  I  think  we  discussed  with  Senator  Cochran,  we  put  our  plan  on 
the  table.  We  show  where  the  cuts  are  going  to  come,  how  they  are 
going  to  come,  and  it  has  been  criticized,  rightly.  We  ought  to  have 
that.  We  need  to  know  from  you  what  your  plans  are  going  to  be 
and  what  the  administration  plans  are  going  to  be.  It  is  not  just 
what  is  protected.  What  is  going  to  be  cut  out?  How  are  you  going 
to  make  those  cuts? 

Secretary  Shalala.  Senator  Bond,  I  am  not  aware  that  your 
budget  has  given  us  the  level  of  detail  that  you  are  asking  me  for 
at  this  point  in  time,  as  opposed  to  Department  by  Department. 
What  I  have  done  is  outline  for  you  not  only  the  departmental 
numbers,  but  what  the  President  has  highlighted  that  he  wants  us 
to  protect,  the  details  of  that  we  will  have  to  work  out  year-by-year 
with  the  Congress. 

Senator  BOND.  But  you  will  be  taking  the  10-percent  cut  in  2001 
and  the  18-percent  one  in  2002? 

Secretary  Shalala.  Unless  something  happens  in  terms  of  eco- 
nomic estimates — they  are  all  going  crazy  back  there.  Unless  some- 
thing happens  in  terms  of  economic  estimates 

Senator  Specter.  Up  here,  too.  [Laughter.l 

Senator  Bond.  Actually,  if  you  count  off  by  fours,  every  fourth 
person  is  gone. 

Secretary  Shalala.  There  are  a  number  of  agencies  represented 
back  there. 

Senator  Bond.  You  can  count  them  off  by  estimates. 

Secretary  Shalala.  They  are  supposed  to  be  protecting  my  back. 
This  is  a  difficult  exercise  to  go  through. 

Unless  something  happens  in  terms  of  the  economy  that  will  put 
more  resources  in,  we  are  going  to  have  to  make  very  tough  deci- 
sions. 

Once  we  made  the  decision  to  balance  the  budget,  and  unless 
there  is  a  reallocation  between  defense  and  nondefense,  the  kind  of 
decisions  that  have  to  be  made  on  the  discretionary  side  are  going 
to  be,  frankly,  extremely  difficult.  Some  programs  are  not  going  to 
survive  that  exercise  if  we  want  any  degree  of  quality  in  those  pro- 
grams that  are  left. 

Senator  Bond.  OK.  Thank  you,  Mr.  Chairman.  I  apologize  for 
taking  additional  time,  but  I  think  it  is  a  vitally  important  question 
that  we  understand  as  we  go  into  this  process  what  is  going  to  hap- 
pen in  the  future,  and  if  some  of  these  programs  are  going  to  take 
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tremendous  hits,  if  they  are  programs  that  are  ramping  up,  we 
ought  to  take  that  into  consideration  in  making  our  allocations  for 
the  coming  year  so  that  we  know  that  we  are  not  building  up  some 
programs  just  to  see  them  sliced  off  within  the  next  couple  of  years. 

Secretary  Shalala.  Senator,  we  have  been  very  disciplined  about 
that.  The  programs  the  President  has  identified  for  his  investments 
are  the  programs  that  will  continue  to  at  least  incrementally  ramp 
up,  so  we  have  signaled  you  in  our  budgets  over  the  last  4  years 
what  our  general  strategy  is. 

Now,  in  my  Department  there  also  could  be  major  scientific 
breakthroughs  that  will  change  our  strategy.  Immunization  alone 
has  now  cut  the  number  of  childhood  diseases  in  American  history. 
If  we  eliminate  polio  by  the  end  of  the  century,  we  will  have  very 
different  investments  of  money  that  we  are  currently  spending  on 
polio  if  we  are  just  as  successful  on  measles,  so  those  are  tiny  ex- 
amples, but  it  gives  you  some  sense  of  overall  we  are  going  to  have 
to  work  with  lots  of  different  aspects  here. 

Senator  Specter.  Senator  Bond,  you  raise  a  very  good  point 
about  increasing  funding  now,  as  the  Secretary  is  suggesting,  when 
we  are  going  to  have  to  cut  drastically  later,  and  perhaps  if  we 
knew,  and  that  question  has  been  pending,  what  programs  the  Sec- 
retary proposes  to  cut  for  the  year  2001  and  2002,  then  we  would 
be  in  a  position  to  say  whether  we  agree  with  that  or  not. 

But  I  do  not  believe  that  we  can  speculate  about  some  phenome- 
nal discovery  which  is  going  to  cure  that  line  of  dissent,  so  we 
thank  you  for  your  overtime. 

And  now  that  we  have  identified  how  many  agencies  are  behind 
Secretary  Shalala,  we  can  rearrange  the  furniture  on  the  Titanic 
and  we  will  not  need  so  many  chairs  here  in  the  year  2000. 

Senator  Bond.  That  did  not  go  over  very  well,  Mr.  Chairman. 

MEDICARE 

Senator  Specter.  Madam  Secretary,  following  up  on  what  Sen- 
ator Cochran  had  asked  you  about,  I  note  that  your  testimony  is 
consistent  with  what  Secretary  Rubin  said,  or  at  least  is  quoted  in 
this  morning's  Washington  Post,  about  taking  the  $116  billion  ad- 
ministration cut  over  the  next  6  years,  so  what  he  has  suggested, 
according  to  the  quotation  here,  and  what  you  are  suggesting,  is 
that  you  be  prepared  to  have  a  separate  bill  dealing  with  Medicare 
to  extend  the  life  of  solvency  at  the  administration  cut  of  $116  bil- 
lion, or  more  accurately  at  the  reduction  in  rate  of  growth  by  $116 
billion. 

Secretary  Shalala.  You  know,  I  have  always  assumed  that  we 
were  not  going  to  abandon  our  commitment  to  a  balanced  budget, 
so  I  have  always  assumed  that  that  was  going  to  be  the  context  of 
the  balanced  budget. 

Senator  SPECTER.  That  is  why  I  am  asking  you.  We  cannot  sit 
here  and  contemplate  an  overall  agreement — let  me  pose  the  ques- 
tion. What  Rubin  was  saying  here,  and  what  I  understand  you  to 
be  saying,  is  let  us  segregate  out  Medicare — Are  you  sa3dng  that 
or  are  you  not  saying  that?  And  have  an  agreement  on  Medicare 
alone,  because  we  are  not  going  to  get  the  overall  agreement? 
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Secretary  Shalala.  We  have  clearly  said  that  we  must  move  now 
on  the  short-term  fix  for  the  Medicare  Program  to  give  us  enough 
time  to  deal  with  the  long-term  changes  that  must  t^e  place. 

Senator  Specter.  I  heard  you  say  that.  My  pending  question  is, 
would  you  be  prepared  to  see  a  bill  on  Medicare  alone  which  has 
$116  billion  in  reduction  of  increases,  and  have  that  bill  stand 
alone? 

Secretary  Shalala.  Senator,  if  the  conference  determines  that  it 
is  prepared  for  this  year  to  absolutely  abandon  the  balanced  budget 
effort  that  we  have  all  been  part  of 

Senator  Specter.  We  are  not  prepared  to  assume  that.  We  are 
prepared  to  conclude  that  the  President  has  concluded  that,  or  to 
put  the  burden  both  ways,  I  am  not  going  to  say  that  the  President 
is  abandoning  it,  and  I  would  appreciate  you  not  saying  the  Con- 
gress is  abandoning  it,  but  based  upon  last  year,  we  are  pretty  sure 
it  is  not  going  to  happen. 

Or  let  me  put  it  to  you  in  an  alternative  way.  If  we  send  up  a 
reconciliation  bill,  and  we  send  up  a  second  bill  which  says,  we  are 
going  to  take  the  Shalala-Rubin  figures  of  $116  bilHon  reduction  in 
increases,  and  if  the  President  signs  the  total  reconciliation  bill, 
hurrah,  and  if  he  does  not,  are  you  saying  that  the  administration 
will  sign,  or  you  would  be  prepared  to  recommend  that  the  admin- 
istration sign  bill  two,  which  deals  only  with  Medicare  for  the 
short-term  fix? 

Secretary  Shalala.  I  am  saying  that  we  believe  the  short-term 
fix  is  absolutely  necessary  this  year. 

Senator  Specter.  I  have  heard  you  say  that  four  times  now. 

Secretary  Shalala.  I  have  to  go  back  and  ask  the  President 
whether  he  is  prepared  at  this  point  in  time  to  say  that  he  will  go 
with  an  independent  bill. 

Senator  Specter.  Will  you  please  do  that? 

Secretary  Shalala.  I  would  be  happy  to  go  back  and  ask  him 
specifically  that  question. 

My  answer  is,  if  we  have  to,  because  everything  else  has  been 
abandoned,  then  I  would  certainly  recommend  that  to  the  Presi- 
dent as  a  trustee  and  as  a  Cabinet  Member,  and  I  am  sure  Mr. 
Rubin  would,  too,  but  that  would  only  be  after  it  was  very  clear  to 
your  party  and  to  mine  that  there  was  no  chance  of  doing  it  within 
the  context  of  a  balanced  budget  proposal.  So,  we  would  like  to  con- 
tinue within  the  context  of  a  balanced  budget  proposal,  but  if  all 
else  is  abandoned,  we  believe  that  the  necessity  of  moving  on  Medi- 
care in  the  short  run  to  add  a  decade  to  give  us  time  and  to  assure 
those  who  receive  Medicare  that  it  is  going  to  be  there  for  them  in 
the  future  is  so  important  that  we  need  to  get  it  done. 

Senator  Specter.  I  take  that  to  be  a  yes,  on  the  condition  that 
the  reconciliation  bill  is  not  agreed  to  between  the  Congress  and 
the  President,  is  that  correct? 

Secretary  SHALALA.  Whether  it  is  the  reconciliation  bill  or  some 
other  broader  context,  the  point  I  made  is,  if  everything  else  falls 
through,  we  believe  it  is  important  that  we  move  this  year,  before 
the  election,  if  possible. 

Senator  Specter.  Then  I  do  not  take  it  as  a  conditional  yes,  I 
take  it  as  an  unconditional  yes. 

Senator  Cochran. 
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Senator  CoCHRAN.  Mr.  Chairman,  I  am  curious  to  know  about 
the  second  half  of  the  proposal  that  the  trustees  made,  and  that  I 
urge  the  Congress  go  along  with.  That  is  the  establishment  of  a 
commission  to  propose  long-term  changes  that  will  protect  the  Med- 
icare Program.  Would  you  also  include  in  your  question  to  the 
President  whether  he  would  agree  to  sign  a  bill  that  would  include 
that  as  title  2? 

Secretary  Shalala.  I  think  that  my  statement  would  stand  for 
both,  and  that  is  that  we  would  like  both  of  these  to  be  linked,  the 
short-term  and  the  long-term.  It  would  be  unfortunate,  and  it 
would  make  no  sense  not  to  link  them  so  that  we  can  go  back  to 
the  American  people  and  say,  look,  we  have  added  a  decade,  we 
have  firmed  that  up,  and  we  have  a  long-term  strategy,  we  have 
done  it  in  a  bipartisan  manner,  and  I  cannot  emphasize  enough 
that  this  ought  to  be  done  in  a  bipartisan  manner. 

Senator  Cochran.  The  Republicans  and  Democrats,  if  we  work 
on  it  hard  enough  we  can  get  it  done. 

Secretary  Shalala.  You  understand  my  reluctance  to  abandon 
the  context  for  this,  though,  which  I  am  not  authorized  to  do. 

Senator  Cochran.  Well,  the  trustees  do  not  undertake  a  review 
of  the  Medicare  Program  in  the  context  of  the  balanced  budget.  You 
are  not  charged  with  trjdng  to  safeguard  the  interests  of  America's 
elderly,  are  you,  in  the  context  of  a  balanced  budget? 

What  I  am  suggesting  is  that  this  is  a  problem  that  may  very 
well  be  bigger  than  the  political  shenanigans  that  we  have  seen 
over  the  balanced  budget  argument.  We  have  heard  that  talked 
about  and  postured  to  the  extent  that  everybody  is  disgusted  with 
it.  Why  pull  down  the  Medicare  Program  into  insolvency  and  bank- 
ruptcy because  you  cannot  reach  an  agreement  on  the  balanced 
budget? 

Secretary  Shalala.  Senator,  I  think  you  and  I  are  in  agreement 
that  we  ought  to  get  this  done  as  quickly  as  possible,  and  I  do  not 
think  there  is  any  disagreement  there. 

REORGANIZATION 

Senator  Specter.  Thank  you  very  much,  Senator  Cochran. 

Madam  Secretary,  I  know  you  are  prepared  to  answer  these 
questions,  at  least  according  to  staff,  on  letters  which  I  have  writ- 
ten to  you.  In  taking  a  look  at  the  reorganization  of  your  Depart- 
ment, there  is  a  question  as  to  programs  like  AIDS  and  some  oth- 
ers which  have  a  great  many  different  lines. 

Will  the  reorganization  of  your  Department  work  for  an  integra- 
tion and  an  overall  supervision  of  issues  like  AIDS  or  minority 
health,  or  women's  health,  or  disease  prevention  and  health  pro- 
motion? 

Secretary  Shalala.  Yes;  absolutely,  and  one  of  the  reasons  why 
we  wanted  to  get  the  Assistant  Secretary  for  Health  out  from  the 
line  bureaucratic  responsibility  was  to  make  sure  that  these  cross- 
cutting  functions  were  properly  led  in  the  Department. 

Senator  Specter.  What  kind  of  functions? 

Secretary  Shalala.  Cross-cutting,  which  is  exactly  what  all  of 
the  issues,  women's  health,  AIDS,  minority  health,  disease  preven- 
tion and  health  promotion  are.  They  are  now  part  of  the  office  of 
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the  Secretary,  as  is  the  Assistant  Secretary  for  Health,  and  he  or 
she  will  lead  and  direct  those  cross-cutting  functions. 

What  we  have  been  able  to  demonstrate  with  breast  cancer,  with 
immunization,  with  AIDS,  is  an  effective  way  of  organizing  the  De- 
partment, and  in  fact  the  whole  Federal  Government,  so  our  efforts 
have  a  strategy,  they  are  carefully  coordinated,  and  you  really  can 
have  an  impact  on  people's  lives. 

Senator  SPECTER.  So  the  person  you  have  on  AIDS  coordination 
will  now  not  report  to  an  Assistant  Secretary  because  that  position 
is  eliminated? 

Secretary  Shalala.  There  is  an  AIDS  person  that  will  report  to 
the  Assistant  Secretary  for  Health — that  is  a  staffing  position — the 
same  way  the  Deputy  Assistant  Secretary  for  women's  health  will 
report  to  the  Assistant  Secretary  for  Health. 

Senator  Specter.  Well,  how  will  that  differ  in  the  future  from 
what  has  been  the  programming  or  staffing  or  reporting  in  the 
past? 

Secretary  Shalala.  Well,  because  the  Office  of  the  Assistant  Sec- 
retary for  Health  is  no  longer  a  narrow  function  that  has  a  set  of 
agencies,  leaving  out  HCFA  and  the  Assistant  Secretary  for  Chil- 
dren. Other  agencies  of  the  Federal  Grovemment  are  left  on  the 
outside.  It  is  not  just  a  public  health  prevention  role.  In  fact,  it  is 
more  cross-cutting  and  more  powerful  from  my  point  of  view,  and 
it  will  more  carefully  integrate  and  provide  leadership  on  issues 
that  involve  the  whole  Department. 

The  Department  has  long  needed  a  senior  health  official  that  was 
not  in  a  narrow  box  but  cross-cutting  and  to  provide  leadership.  We 
have,  therefore,  eliminated  literally  hundreds  of  jobs  from  that 
function  and  left  a  set  of  officers  reporting  there  plus  a  major  cross- 
cutting  function,  Senator. 

Senator  Specter.  Well,  are  these  10  cross-cutting  professional 
program  officers  to  be  under 

Secretary  Shalala.  The  Assistant  Secretary  for  Health. 

Senator  SPECTER.  But  these  10  cross-cutting  officers  will  have 
the  responsibility  for  coordinating  all  of  the  functions  in  their  job 
description,  which  exists  across  the  Department? 

Secretary  Shalala.  Yes. 

BREAST  CANCER 

Senator  Specter.  I  noticed  that  your  budget  for  fiscal  year  1997 
includes  $20  million  for  the  National  Cancer  Institute  to  continue 
to  implement  the  national  action  plan  on  breast  cancer,  and  our 
Senate  report  last  year  called  for  $14.4  million,  but  the  National 
Cancer  Institute  plans  to  transfer  less  than  $10  million  for  the 
breast  cancer  action  plan. 

Secretary  Shalala.  We  are  committed — we  are  currently  pro- 
gramming the  remaining  $9.5  million  for  new  research  grants,  so 
it  is  going  to  be  $14.5  million  in  research  grants  that  the  National 
Cancer  Institute  is  funding,  so  we  will  fulfill  our  obligation  to  the 
committee. 
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ADDITIONAL  COMMITTEE  QUESTIONS 

Senator  Specter.  OK.  We  will  be  submitting  some  more  ques- 
tions to  you,  Madam  Secretary,  in  writing.  I  know  that  you  have 
had  a  long  day,  with  the  House  this  morning,  some  3  hours,  I  am 
told.  We  appreciate  your  stalwart  performance  on  a  doubleheader 
today. 

Secretary  Shalala.  Thank  you. 

Senator  Specter.  We  thank  you  very  much  for  your  laborious 
service,  and  we  thank  you  for  coming  in. 

Secretary  Shalala.  Thank  you,  Senator. 

[The  following  questions  were  not  asked  at  the  hearing,  but  were 
submitted  to  the  Department  for  response  subsequent  to  the  hear- 
ing.! 
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QUESTIONS  SUBMITTED  BY  THE  SUBCOMMITTEE 

EXECUTIVE  ACTIONS  AFFECTING  TEENAGE  PARENTS 

Question.   In  his  weekly  broadcast  from  the  White 
House  on  May  4th,  the  President  announced  executive 
actions  to  force  States  to  end  welfare  benefits  to 
teenage  parents  who  refuse  to  finish  school  or  to  live 
with  a  responsible  adult.   Please  elaborate  on  these 
actions . 

Answer.   The  President  announced  an  initiative  to 
promote  a  shared  objective  with  States  to  strengthen 
responsibility  among  teen  parents  on  welfare.   The 
intention  is  to  accelerate  our  joint  efforts  with  States 
to  work,  effectively  with  teen  parents,  thereby  breaking 
the  cycle  of  dependency  and  helping  teens  improve  their 
chances  for  success. 

The  focus  of  this  initiative  --  putting  young 
parents  on  the  right  path  toward  employment  and  self- 
sufficiency  --  has  several  elements: 

o  Staying  in  School   States  will  be  required  to 
describe  in  State  plans  how  they  will  track  attendance 
and  ensure  that  teen  parents  stay  in  school,  including 
the  use  of  sanctions  for  teens  who  refuse  to  attend 
school . 

o  Allowing  States  to  Reward  Teen  Parents  states 

will  be  able  to  reward  effective  performance,  for  example 
by  providing  teen  parents  who  graduate  from  high  school 
with  a  payment  for  associated  costs  as  a  special  need 
under  the  AFDC  program. 

o  Signing  Personal  Responsibility  Plans  Teen 
parents  who  have  dropped  out  of  school  will  be  required 
to  return  to  school  and  sign  personal  responsibility 
plans.   Such  plans  represent  an  agreement  between  the 
teen  parent  and  the  State  about  what  each  will  do  to 
ensure  that  they  meet  their  responsibilities  for  the 
support  and  care  of  themselves  and  their  children. 

o  Living  at  Home   States  have  the  option  to  require 
minor  parents  to  live  at  home  in  order  to  receive  welfare 
benefits,  but  only  21  States  have  adopted  this 
requirement.   The  President  challenged  all  States  to 
require  minor  parents  to  live  at  home  or  with  a 
responsible  adult  in  order  to  receive  assistance. 

Question.   How  many  States  will  this  affect? 

Answer.   All  States,  Territories  and  Tribal  JOBS 
grantees  are  required  to  meet  some  and  are  encouraged  to 
meet  all  of  the  provisions  of  the  President's  initiative 
as  outlined  in  Action  Transmittal  ACF-AT-96-1,  which  was 
issued  on  May  17.   Many  States  have  already  initiated 
actions  which  clearly  meet  some  of  the  requirements.   For 
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example,  twenty-six  States  are  already  linking  AFDC 
benefits  to  school  attendance  and/or  school  performance 
under  demonstration  projects.   Twenty-one  States  require 
minor  parents  to  live  at  home  in  order  to  receive  welfare 
benefits. 

Question.   How  many  teenage  mothers  are  currently 
out  of  school  but  have  not  graduated? 

Answer.   We  do  not  currently  collect  this  type  of 
data . 

Question.   How  many  teenage  mothers  do  not  live  with 
a  responsible  adult? 

Answer.   Based  on  fiscal  year  1995  QC  data,  we 
estimate  that  there  are  281,600  teenage  parents  on  the 
AFDC  caseload.   Of  these,  about  71,700  are  under  the  age 
of  18,  and  about  44,300  are  both  under  age  18  and  a  "Head 
of  the  Household."   Normally,  when  teenage  parents  are 
listed  as  heads  of  household,  they  are  not  living  with  a 
responsible  adult.   Thus  we  estimate  that  about  44,300 
minor  teen  parents  could  be  affected  by  state 
requirements  to  live  at  home. 

Question.   What  impact  will  these  actions  have  on 
the  number  of  teenage  mothers  that  will  reenter  school? 

Answer.   The  one  way  for  teen  mothers  to  escape  the 
trap  of  welfare  dependency  is  to  live  at  home,  stay  in 
school,  and  get  the  education  they  need.   A  May  1,  1996 
report  by  the  Manpower  Demonstration  Research  Corporation 
(MDRC)  on  the  Ohio  Learning,  Earning,  and  Parenting (LEAP) 
program  shows  that  their  teen  parent  focus,  increased 
school  completion  among  high- school  enrolled  teens  by 
almost  20%,  increased  school  enrollment  among  teens  who 
had  dropped  out,  increased  employment  by  over  40%  for 
those  initially  enrolled  in  school,  and  reduced  welfare 
expenditures.   But,  once  teens  drop  out,  it  is  hard  to 
get  them  back  to  school. 

The  MDRC  report  noted  that  successful  programs  have 
three  common  features:   (1)  close  monitoring  of 
educational  activities,  with  follow-up  when  attendance 
drops;   (2)  use  of  sanctions  and  rewards  to  promote 
attendance;  and  (3)  providing  supportive  services  to 
overcome  barriers  to  continued  attendance.   The 
President's  initiative  encourages  States  to  adopt  all  of 
these  features  to  maximize  positive  results. 

Question.   To  what  extent  are  schools  already 
serving  teenage  mothers  with  day  care? 

Answer.   Based  on  discussions  with  the  Department  of 
Education,  only  a  small  number  of  schools  offer  day  care 
for  teenage  mothers. 
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AT-RISK  YOUTH  PROGRAM  COORDINATION 

In  neighborhoods  of  concentrated  poverty,  youth  face 
multiple  and  interrelated  problems  that  develop  over  time 
and  do  not  fit  neatly  within  the  jurisdiction  of  one 
agency  or  another.   Yet  the  Federal  government  often 
takes  a  piecemeal  approach  to  the  problems  faced  by 
youth,  often  targeting  one  problem  behavior,  such  as  drug 
abuse  or  teenage  pregnancy.   Recently,  the  GAO  identified 
131  Federal  programs,  administered  by  16  different 
departments  and  agencies,  that  may  be  used  to  benefit  at- 
risk  or  delinquent  youth. 

Question.   To  what  extent  is  the  Department  of 
Health  and  Human  Services  involved  in  administering 
programs  that  serve  at-risk  youth  that  are  coordinated 
with  the  Departments  of  Labor,  Education,  and/or  Justice? 
Please  identify  these  programs  and  specify  whether  they 
are  administered  under  a  memorandum  of  understanding; 
also  include  copies  of  all  relevant  MOUs. 

Answer.   The  Family  and  Community  Endeavor  Schools 
Grant  Program,  Title  III,  Subtitle  D  of  the  Violent  Crime 
Control  and  Law  Enforcement  Act  of  1994,  mandated  the 
implementation  of  two  similar  programs:   the  Community 
Schools  Youth  Services  and  Supervision  Grant  Program 
(Community  Schools) ,  to  be  administered  by  the  Department 
of  Health  and  Human  Services,  and  the  Family  and 
Community  Endeavor  Schools  Grant  Program  (FACES) ,  to  be 
administered  by  the  Department  of  Education.   The  purpose 
of  these  two  programs  is  to  prevent  crime  and  violent 
behavior  by  providing  academic,  social,  and  developmental 
services  to  children  and  youth  during  and  after  school 
hours,  evenings,  on  weekends,  and  during  holidays  and  the 
summer  months. 

Because  the  needs  of  children,  youth  and  communities 
can  best  be  served  by  integrating  these  two  programs, 
they  were  jointly  planned,  as  required  by  the  law,  in 
consultation  and  coordination  with  the  Departments  of 
Education  and  Justice.   In  March  1995,  the  Family  and 
Youth  Services  Bureau  of  the  Administration  on  Children 
and  Families  and  the  Safe  and  Drug  Free  Schools  Program 
of  the  Office  of  Elementary  and  Secondary  Education, 
Department  of  Education,  jointly  announced  the 
availability  of  grant  funds  for  these  two  programs.   The 
original  FY  1995  appropriation  was  $25.9  million  for 
Community  Schools  and  $11.1  million  for  FACES.   The 
Community  Schools  appropriation  was  subsequently  reduced 
to  $10  million  and  FACES  was  zero- funded  as  a  result  of 
the  FY  1995  rescission  process. 

Forty- eight  grants  were  awarded  under  the  Community 
Schools  program  in  FY  1995  to  private,  nonprofit 
community- based  organizations  which  formed  local 
consortia  to  identify  the  developmental  needs  of  the 
children  and  youth  in  their  communities  and  to  develop 
and  implement  strategies  for  meeting  those  needs.   The 
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types  of  services  being  provided  include  tutoring,  work- 
force preparation,  individual  and  family  counseling, 
mentoring,  and  the  brokering  of  health  and  other  social 
services.   Although  it  is  too  early  for  hard  data  to  be 
available,  most  programs  report  positive  anecdotal 
results. 

Although  granted  5-year  project  periods,  these 
programs  will  end  in  September  1996  due  to  the  lack  of 
appropriations  in  the  FY  1996  budget  for  the  Community 
Schools  program. 

The  Department  has  no  memoranda  of  understanding 
with  either  the  Department  of  Labor  or  the  Department  of 
Justice. 

IMPROVEMENTS  IN  FOSTER  CARE  SYSTEM 

The  degree  to  which  abused  and  neglected  children 
are  more  likely  to  become  violent  criminals  is  cause  for 
alarm.   A  recent  study  found  that  while  17%  of  a  control 
group  had  a  juvenile  record  for  violent  crime,  27%  of  the 
abused  and  neglected  group  did- -a  59%  increase.   The 
numbers  were  21%  for  Blacks  in  the  control  group  and  40% 
for  Blacks  in  the  abused  and  neglected  group- -a  90% 
increase.   Many  abused  and  neglected  children  have  early 
behavioral  and  delinquency  problems  and  do  not  fare  well 
in  the  foster  care  system. 

Question.   What  can  be  done  to  improve  the  foster 
care  system  to  better  serve  abused  and  neglected 
children? 

Answer.   Currently,  much  of  the  foster  care  system 
IS  placing  children  in  beds  rather  than  matching  the 
needs  of  the  foster  child  with  the  abilities,  specialties, 
or  expertise  of  the  foster  parents.   Similarly,  the 
biological  parents  of  such  children  should  also  be 
trained  to  deal  with  the  specific  problems  inherent  in 
the  care  for  these  children,  and  respite  care,  self-help 
groups  and  specialized  assistance  must  be  made  available 
to  the  biological  parents,  the  same  as  the  foster 
parents,  to  allow  them  to  care  for  their  own  children  in 
their  own  homes.   Several  things  could  be  done  to  improve 
the  foster  care  system  and  better  serve  children  and 
families: 

o    We  need  to  have  more  extensive  and  improved 

training  of  both  foster  care  workers  and  foster 
parents  in  order  to  better  meet  the  specific 
needs  of  the  children  they  care  for  and  parent 
and  to  work  appropriately  with  their  biological 
families. 

o    Better  services  are  needed  for  foster  children, 
their  biological  parents  and  other  members  of 
their  families  to  better  prepare  them  for  the 
child  returning  home  and  to  support  the 
families  during  the  period  of  reintegration. 
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o    We  need  to  develop  a  broader  repertory  of 

services  designed  to  keep  children  safely  in 
their  own  homes,  so  that  we  assure  that  foster 
care  placements  are  used  selectively. 

o    Specialized  family  foster  homes  must  be 

recruited  and  trained  to  appropriately  care  for 
and  nurture  the  disparate,  time  consuming,  and 
specialized  needs  of  medically  fragile,  HIV 
infected,  and  emotionally  disturbed  children. 

Question.   What  kinds  of  alternative  approaches 
should  be  used  to  serve  such  children? 

Answer.   Greater  efforts  must  be  made  with  needs - 
appropriate  services  to  keep  families  together:   such 
innovative  approaches  include  family- focused  drug 
treatment  and  the  involvement  of  the  community  and  other 
public  agencies  in  providing  services  and  support  to  the 
family.   Procedures  must  also  be  developed  which 
streamline  the  process  by  which  decisions  on  permanency 
are  made  for  children  so  that  foster  care  does  not  become 
an  indefinite  stay. 

MEDICARE  TRANSACTION  SYSTEM 

Question.  Your  budget  includes  $75  million  for  the 
Medicare  Transaction  System  (MTS) ,  an  increase  of  $54.8 
million.   Why  is  this  large  increase  necessary? 

Answer.   The  increase  in  MTS  funding  is  necessary  to 
ensure  that  the  MTS  test/facility  and  operating  sites  are 
operational  prior  to  MTS  start-up.  In  addition,  HCFA  has 
requested  funds  to  consolidate  Medicare  standard  systems 
to  prepare  for  the  movement  of  all  Medicare  processing  to 
the  MTS  operating  platform.   HCFA  requested  $75  million 
in  order  to  facilitate  the  design,  development,  and 
initial  implementation  of  MTS  in  FY  1997.  The  hardware, 
software,  and  service  costs  for  MTS  in  FY  1997  are  shown 
below. 

--  MTS  operating  site  start-up  ($54  million) 

--  MTS  test  facility/design  and  development  ($10  million) 

--  Local  contractor  conversion  to  MTS  ($10  million) 

--  Independent  verification  and  validation  ($1  million) 

Question.  What  has  been  spent  on  MTS  to  date,  and 
what  will  be  the  total  cost  to  completion? 

Answer.   HCFA  has  spent  $33.5  million  on  MTS 
through  FY  1995.   The  MTS  budget  for  FY  1996  is  $20.2 
million.   Based  on  the  MTS  Cost  Model,  it  is  anticipated 
that  the  net  investment  in  MTS  will  total  between  $450 
and  $500  million  through  FY  2002. 
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SURVEY  AND  CERTIFICATION 

Question.   You  are  requesting  $173.8  million  for 
surveys  of  Medicare  facilities,  an  increase  of  $26 
million.   Is  this  increase  still  necessary,  in  view  of 
the  fact  that  the  enacted  fiscal  1996  appropriation  bill 
included  a  number  of  reforms  which  should  reduce  Federal 
cost  of  surveys? 

Answer.   Yes,  the  increase  is  still  necessary. 
HCFA's  survey  and  certification  FY  1996  appropriations 
remained  static  while  the  number  of  Medicare  and  Medicaid 
providers  has  grown  steadily.   This  has  led  to:  (1)  a 
backlog  of  providers  seeking  entrance  to  the  Medicare  and 
Medicaid  programs,  and  (2)  inadequate  resources  to 
conduct  a  desirable  frequency  of  re- certification  surveys 
of  those  providers  for  which  there  is  no  statutorily- 
mandated  survey  schedule. 

The  FY  1996  appropriations  bill  provided  for  a 
change  in  the  frequency  of  surveys  for  home  health 
agencies.   This  legislation  offers  us  some  relief  but  is 
not  a  panacea  to  our  survey  and  certification  under- 
funding.   It  will  allow  us  to  redirect  survey  resources 
toward  poor  quality  home  health  agencies  while  reducing 
the  survey  burden  on  top  performing  agencies.   And,  it 
will  help  mitigate  the  backlog  of  initial  certification 
surveys . 

Nevertheless,  we  have  a  strong  need  to  significantly 
increase  the  number  of  recertif ication  surveys  we  perform 
each  year  on  those  providers  for  which  there  is  no 
statutorily-mandated  survey  schedule.   The 
recertif ication  coverage  level  for  non-mandatory 
facilities  has  suffered.   This  year  we  estimate  that  our 
recertif ication  coverage  level  will  be  between  10%  and 
15%.   At  the  current  rate,  we  will  visit  these  facilities 
every  7  to  10  years.   Prudent  quality  assurance  compels 
us  to  increase  the  recertif ication  level  to  a  minimum  of 
every  3  years. 

Question.   What  will  be  the  impact  of  these  reforms 
on  Medicare  Survey  costs  and  workload  in  fiscal  1997? 

Answer.   The  legislative  relief  offered  by  changing 
the  frequency  of  home  health  agency  surveys  will  permit 
States  greater  flexibility  in  the  survey  cycle.   This 
will  result  in  a  25  percent  decrease  in  the  home  health 
agency  survey  workload.   This  will  allow  us  to  re-direct 
approximately  $8  million  in  FY  1997  toward  other  survey 
and  certification  priorities,  such  as  reducing  the 
backlog  of  initial  Medicare  surveys. 

Question.   What  is  causing  the  large  growth  in  the 
number  of  Medicare  providers? 

Answer.   Since  1992  there  has  been  a  27%  growth  in 
the  number  of  nursing  homes,  a  42%  growth  in  home  health 
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agencies,  and  a  43%  growth  in  non-long  term  care  provider 
types  including  hospitals,  hospices,  and  end- stage  renal 
disease  facilities.   Spending  on  skilled  nursing 
facilities  (SNFs)  and  home  health  agencies  are  among  the 
fastest  growing  components  in  the  Medicare  program. 

FEDERAL  ADMINISTRATION 

Question.   The  fiscal  1996  enacted  appropriation 
bill  cut  HCFA  federal  administrative  costs  by  8  percent, 
yet  you  apparently  are  reducing  Federal  staff  by  less 
than  1  percent.   Exactly  where  were  the  cuts  made,  and 
why  didn't  you  cut  staff  by  8  percent? 

Answer.   It  is  not  feasible  to  expect  HCFA  to 
function  with  a  cut  in  staffing  at  a  percentage 
comparable  to  the  8  percent  reduction  in  our  federal 
administrative  appropriation.   A  cut  of  that  size  equates 
to  approximately  330  FTEs .   HCFA  already  had  to  absorb  a 
transfer  of  43  FTEs  within  their  ceiling  as  a  result  of 
the  Office  of  the  Secretary's  regional  reorganization. 
This  Agency  could  not  have  performed  its  legislatively 
mandated  functions  at  a  level  that  in  total  would  have 
been  373  FTEs  less  than  the  existing  ceiling. 

In  order  to  maintain  a  level  of  staffing  adequate  to 
accomplish  HCFA's  missions  the  Agency: 

significantly  reduced  stay- in- school  employment; 

severely  limited  employee  training; 

minimized  purchases  of  much  needed  supplies; 

curtailed  important  data  systems  maintenance  and 
improvements  and; 

drastically  reduced  awards  and  bonuses; 

HCFA  is  fully  aware  that  further  staffing  reductions 
are  likely.   In  order  to  deal  with  this  situation  the 
Agency  is  removing  layers  of  management  and  empowering 
what  we  assume  will  be  a  reduced  number  of  employees. 
HCFA  is  examining  how  the  Agency  functions  and  how  it  is 
organized.   They  are  planning  a  complete  reorganization 
to  reallocate  resources  to  enable  HCFA  to  better  respond 
to  changes  in  our  programs  and  the  overall  health  care 
environment.   These  actions  should  enable  HCFA  to 
continue  to  function  efficiently  and  effectively  at 
reduced  staffing  levels. 

MEDICAID  STAFFING 

Question.   If  Medicaid  is  converted  to  a  block 
grant,  will  the  1980  staff  in  the  Medicaid  Bureau  no 
longer  be  necessary? 

Answer.   We  believe  that  it  would  be  imprudent  to 
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reduce  HCFA  staffing,  even  under  the  recent  Republican 
block  grant  proposals.  If  States  move  to  a  block  grant 
financing  structure,  they  will  need  substantial  technical 
assistance  in  financing  and  health  care  delivery. 
Medicaid  will  continue  to  be  a  joint  Federal  and  state 
program  and  with  $100  billion  in  Federal  matching  funding 
at  stake,  Federal  fiduciary  oversight  must  continue. 
Both  block  grant  and  capitation  proposals  include  Federal 
oversight  responsibilities  to  ensure  that  specific  levels 
of  care  are  delivered  to  specific  populations. 

ORGAN  PROCUREMENT  ORGANIZATIONS 

Question.   The  Association  of  Organ  Procurement 
Organization  (AOPO)  is  conducting  a  study  to  develop  a 
measure  of  donor  potential.   Donor  potential  is 
recognized  by  the  industry  as  the  appropriate  measure  for 
judging  OPO  efficiency  in  recovering  organs.   Is  the 
Department  willing  to  set  aside  its  regulations  governing 
OPO  performance  until  this  study  is  complete  and 
appropriate  measures  of  performance  can  be  adopted  by 
HCFA? 

Answer.   We  are  very  interested  in  the  results  of 
the  study  on  organ  donor  potential  that  is  currently 
underway.   However,  we  do  not  believe  it  is  necessary  to 
postpone  the  current  standards  until  the  study  has  been 
completed.   As  was  previously  mentioned,  we  believe  that 
the  reality  of  having  rigorous  standards  in  place  has  had 
a  very  positive  impact  upon  organ  donation  nationally. 
Most  OPOs  have  responded  to  the  standards  with  increasing 
the  number  of  organs  procured  and  transplanted.   Many 
OPOs  that  did  not  make  every  effort  to  retrieve  organs 
previously  are  now  going  the  extra  step  to  make  that 
organ  available.   We  believe  it  would  be  a  major 
disservice  to  the  American  public  whose  very  lives  are 
dependent  on  the  procurement  of  life-saving  organs  to 
discontinue  this  improvement  while  awaiting  the  results 
of  a  study. 

We  note  that  the  Association  of  Organ  Procurement 
Organizations  had  previously  recommended  the  current 
population-based  standards. 

Because  so  many  factors  affect  organ  procurement,  we 
do  not  believe  that  studies  will  ever  be  able  to  quantify 
all  of  the  factors  that  contribute  to  OPO  performance. 
If  we  were  to  continually  postpone  the  use  of  standards 
while  better  standards  are  being  studied,  we  would  never 
put  meaningful  standards  in  place. 

We  believe  the  current  standards,  while  not  perfect, 
provide  a  wide  margin  to  allow  for  difference  among  OPOs. 
The  current  standards  are  set  at  75  percent  of  the  mean. 
This  allows  all  OPOs  a  significant  range  to  take  into 
account  unique  circumstances  of  an  area. 
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INCREASE  IN  EMERGENCY  ASSISTANCE  EXPENDITURES 

Question.   Between  fiscal  years  1990  and  1995,  total 
expenditures  by  all  levels  of  government  for  the  EA 
program,  authorized  under  title  IV-A  of  the  Social 
Security  Act  to  aid  needy  families  with  children, 
increased  from  $378  million  to  $1,967  billion,  rising 
over  400  percent.   How  do  you  account  for  this  dramatic 
increase  in  EA  expenditures? 

Answer.   The  growth  in  spending  in  the  Emergency 
Assistance  program  results  from:   1)  dramatic  increases 
in  State  programs  and  expenditures  for  child  protection, 
family  preservation  and  juvenile  justice  services;   2) 
the  number  of  new  States  providing  services;  and  3)  the 
extended  length  of  time  for  which  services  and  benefits 
are  being  authorized. 

Under  Emergency  Assistance,  States  have  wide 
latitude  to  define: 

the  types  of  emergency  situations  to  be  covered 
(homelessness,  disasters,  eviction,  child  abuse 
and  neglect,  juvenile  delinquency,  etc.), 
the  types  of  services  (counseling,  life  skills 
training,  substance  abuse  treatment,  health/ 
mental  health  programs)  and  kinds  of  assistance 
(cash,  food,  voucher)  to  be  provided  to  address 
the  emergency, 

the  financial  and  other  eligibility  conditions 
(AFDC  criteria,  poverty  level,  etc),  and 
the  period  of  assistance  to  be  covered  under 
the  State  plans. 

From  1967  to  1990,  25  States  primarily  provided 
food,  clothing  and  shelter  using  AFDC  eligibility 
criteria  to  cover  the  period  from  application  to  granting 
of  assistance.   Dramatic  expansion  began  in  1991  as 
States  added  child  welfare  services  and  began  receiving 
Federal  matching  for  what  were  previously  State -funded 
services  and  benefits.   Now,  49  States  are  using  EA  to 
provide  a  variety  of  new  services  and  benefits:  including 
emergency  foster  care  placement,  residential  group  care, 
parenting  education,  home-maker  services,  child  care, 
crisis  intervention,  medical  treatment,  family 
reunification,  and  financial,  medical  and  shelter 
assistance  to  families  in  which  there  is  a  risk  of  an 
out -of -home  placement. 

States  maintain  that  the  growth  in  EA  outlays 
results  in  improved  and  additional  services  for  families. 
Generally,  States  have  used  existing  State  and  local 
funds  to  obtain  Federal  financial  participation  and 
double  services  and  benefits,  rather  than  cutting 
previous  State  funding  for  such  activities  by  50  percent. 
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APPROPRIATE  USE  OF  EA  FUNDS 

Question.   Traditionally  the  EA  program  has  been 
used  to  aid  families  affected  by  natural  disasters,  and 
other  crises  threatening  family  or  living  arrangements. 
In  recent  years,  states  have  used  EA  funds  to  provide 
child  protection,  family  preservation,  and  juvenile 
justice  services.   In  September  1995,  the  Administration 
for  Children  and  Families  released  a  policy  directive 
that  stated  that  federal  financial  participation  under 
the  EA  program  would  no  longer  be  available  to  fund 
juvenile  justice  activities/services  beginning  January  1, 
1996.   Why  did  the  Administration  decide  that  juvenile 
justice  activities/services  were  no  longer  a  "legitimate" 
use  of  EA  funds? 

Answer.   The  Emergency  Assistance  statute  allows 
States  wide  latitude  to  define  emergencies  and  services. 
The  Supreme  Court,  in  Quern  v.  Mandley.  upheld  State 
flexibility.   A  State  is  permitted  to  define  the  types  of 
emergencies,  services  and  eligibility  criteria  it  will 
cover  as  long  as  the  program's  scope  is  equitable, 
reasonable  and  bears  a  valid  relationship  to  the  intent 
of  the  program.   Initially,  we  thought  this  broad  State 
latitude  permitted  the  claiming  of  costs  under  the 
juvenile  justice  system.   However,  upon  further  analysis, 
we  concluded  that  such  claiming  extends  beyond  statutory 
intent . 

The  legislative  history  is  clear  that  the  context  of 
the  EA  program  is  the  family.   Its  purpose  is  to  help 
family  members  by  providing  financial  assistance  and 
services  to  meet  personal  emergencies.   Federal  policy 
has  provided  each  State  with  the  authority  to  define  the 
types  of  emergencies  it  will  cover  so  long  as  the 
program's  scope  bears  a  valid  relationship  to  the  intent 
and  purpose  of  the  program.   It  would  be  inappropriate 
for  a  State  to  claim  EA  for  any  cost  which  is  incurred  in 
a  context  or  for  a  purpose  different  from  those  governing 
the  EA  program. 

Costs  for  services  provided  to  children  in  the 
juvenile  justice  system  (costs  for  maintaining  children 
who  are  being  held  for  adjudication  of  a  crime  or  who  are 
in  custody  following  a  determination  of  guilt)  should  not 
qualify  for  Federal  matching  under  the  EA  program  because 
they  do  not  meet  the  criteria  above. 

The  juvenile  justice  system  operates  in  the  context 
of  society  rather  than  in  the  context  of  the  family.   The 
placement  of  a  child  in  the  juvenile  justice  system 
results  from  an  alleged  criminal  offense  committed 
against  society  as  defined  under  State  law.   Instead  of 
focusing  on  how  an  individual  may  be  assisted  to  meet  a 
personal  crisis  affecting  his  or  her  family,  the 
principal  purpose  of  the  juvenile  justice  system  is  to 
protect  society  by  applying  appropriate  punishment  to  the 
juvenile  offender.   While  rehabilitation  is  often 
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provided,  its  purpose  is  to  enable  the  offender  to  return 
to  society  in  a  responsible  capacity.   Accordingly,  we  do 
not  think  that  it  is  appropriate  for  a  State  to  claim 
costs  incurred  in  connection  with  the  juvenile  justice 
system  as  EA  program  costs. 

CAP  ON  EA  EXPENDITURES 

Question.   It  is  estimated  that  federal  EA 
expenditures  will  rise  from  $983.7  million  in  FY  1995  to 
$1.7  billion  in  FY  1996,  and  to  almost  $1.9  billion  in  FY 
1997.   Is  the  Administration  in  favor  of  a  cap  on  EA 
expenditures? 

Answer.   Yes.   This  Administration,  like  previous 
ones,  has  developed  a  number  of  proposals  to  limit  the 
uncontrolled  cost  growth  of  the  Emergency  Assistance 
Program.   In  1994,  the  Administration  proposed  placing  a 
cap  on  program  expenditures.   Most  recently,  the 
President  has  submitted  to  Congress  welfare  reform 
legislation  entitled  "The  Work  First  and  Personal 
Responsibility  Act  of  1996"  which  included  Emergency 
Assistance  expenditures  under  its  "Work  First"  program 
cap.   However,  Congress  has  not  yet  acted  on  this 
comprehensive  reform  package. 

Question.   If  a  welfare  reform  bill  is  not  enacted, 
would  the  Administration  support  a  separate  bill  that 
would  impose  a  cap  on  EA  expenditures? 

Answer.   The  Administration  wants  a  comprehensive 
welfare  reform  bill  that  rewards  work,  demands 
responsibility,  and  protects  children.   We  will  continue 
to  work  with  Congress  to  develop  bipartisan  legislation 
that  reflects  these  principles.   Enacting  comprehensive 
welfare  reform  legislation  -  including  reforms  of  the 
Emergency  Assistance  program  -  is  a  top  priority  of  the 
Administration.   In  the  absence  of  an  enacted  welfare 
reform  bill,  the  Administration  would  support  a  bill  that 
would  impose  a  cap  on  EA  expenditures . 

BRAIN  TUMOR  RESEARCH 

Question.   As  you  know,  the  FY  96  Labor  HHS  Report 
accompanying  the  FY  96  Appropriations  bill,  included  in 
the  CR  (S.1594),  contained  language  urging  NCI,  in 
cooperation  with  NINDS  to  support  up  to  five  Centers  of 
Excellence  in  brain  tumor  research.   Can  you  tell  us 
where  we  are  with  that  effort? 

Answer.   In  response  to  a  Request  For  Applications 
(RFA)  issued  by  the  National  Institute  of  Neurological 
Disorders  and  Stroke  (NINDS) ,  eight  P20  Planning  grants 
for  brain  tumor  research  were  fully  funded  by  NINDS.   In 
addition,  the  NCI  partially  supported  an  additional 
eleven  centers.   These  grants  received  three  years  of 
funding  beginning  with  fiscal  year  1993.   The  principal 
investigators  have  been  advised  by  program  staff  of  the 
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respective  Institutes  of  available  options  for  future 
support.   These  options  include  submission  of  P50  center 
grant  applications  to  the  NINDS ,  or  POl  program  project 
grant  applications  to  either  Institute.   In  each  case, 
prospective  applicants  have  been  advised  of  the  proper 
program  officials  in  the  respective  Institutes  to  contact 
should  they  desire. 

Question.   Since  the  "Centers  of  Excellence" 
mechanism  has  been  used  quite  successfully  in  breast, 
lung  and  prostate  cancer;  how  can  we  use  this  approach  in 
truly  innovative  primary  brain  tumor  research?  (This  is  a 
critical  part  of  the  future  rapid  improvement  in 
therapeutic  outlook  for  brain  tumor  patients.   A  great 
idea  will  require  at  least  a  year  of  "unfunded  research' 
and  probably  one  but  generally  two  applications  and  2 
more  years  before  it  is  funded  and  the  "new"  idea  can  be 
truly  and  fully  investigated.) 

Answer.   The  "Centers  of  Excellence"  (or  Specialized 
Programs  Of  Research  Excellence  -  SPORE)  mechanism  was 
implemented  to  stimulate  translational  research  in  areas 
where  there  was  a  significant  scientific  research  base, 
but  its  application  to  human  settings  was  not  happening 
or  proceeding  slowly.   This  was  not  the  case  in  brain 
tumor  research  where  application  of  the  existing 
scientific  base  to  humans  has  been  occurring.   In  Fiscal 
year  1993,  the  NCI  issued  an  RFA  to  establish  consortia 
of  institutions  with  sophisticated  multidisciplinary 
oncology  and  neuro- oncology  expertise  to  perform 
collaborative  Phase  I  and  II  clinical  evaluations  of 
promising  new  chemotherapeutic  or  biologic  agents  in 
adults  with  primary  CNS  tumors.   In  addition,  they  were 
asked  to  conduct  ancillary  laboratory  studies  relevant  to 
the  clinical  development  of  therapeutic  approaches.   This 
RFA  resulted  in  the  submission  of  47  applications  and  the 
funding  by  NCI  of  cooperative  agreement  awards  for  three 
consortia  involving  a  total  of  17  institutions.   These 
consortia  became  operational  in  Fiscal  year  1994.   Other 
opportunities  for  supporting  innovative  primary  brain 
tumor  research  include  the  POl  Program  Project  grant. 
The  "Centers  of  Excellence"  grants  are  actually  a 
variation  of  the  POl  grant.   The  POl  grant  provides  an 
opportunity  for  laboratory  and  clinical  researchers  to  do 
translational  research.   In  addition,  the  NCI  has 
implemented  an  accelerated  executive  review  process  for 
ROl  applications  that  are  just  beyond  the  payline  with 
special  attention  being  given  to, patient  oriented 
research.   This  permits  these  applications  to  be 
considered  for  immediate  funding  thereby  eliminating  the 
need  for  a  second  application.   Additional  opportunities 
for  pilot  studies  exist  through  the  developmental  funds 
in  P30  cancer  center  support  grants.   These  funds  can  be 
used  to  test  the  feasibility  of  new  ideas  before 
submission  of  a  formal  grant  application. 

Question.   Because  the  number  of  cancer  centers 
doing  high  quality  brain  tumor  research  is  small,  if  the 
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NIH  put  out  a  Request  for  Application  to  establish 
centers  and,  if  all  the  centers  doing  excellent  research 
apply,  as  they  undoubtedly  will,  how  is  the  NIH  to  assure 
that  it  can  recruit  enough  peers  to  assure  a  quality 
review?   Those  who  apply  obviously  will  not  be  eligible 
to  review  applications." 

Answer.   The  availability  of  qualified,  objective 
peer  reviewers  to  review  applications  responsive  to  our 
Requests  For  Applications  is  a  concern  frequently 
expressed,  but  almost  never  realized.   We  have  generally 
been  successful  in  recruiting  objective  peer  reviewers 
who  are  not  in  personal  or  institutional  conflict  with 
applicants  from  qualified  non-center  based  programs  of 
research.   Usually,  there  are  many  appropriate  reviewers 
who  are  not  associated  with  the  applicant  institutions 
who  will  serve  as  reviewers  of  the  science  when  asked.  In 
addition,  NIH  intramural  research  scientists  can  be  asked 
to  serve  as  reviewers.    We  also  use  outstanding  Canadian 
scientists  freely  in  any  of  our  reviews  of  the  scientific 
content  of  applications  and  occasionally  we  use  experts 
from  other  countries,  if  required  for  objective  peer 
review. 

LIHEAP/UTILITY  SHUT-OFFS 

This  is  the  time  of  year  that  many  utilities  begin 
sending  shut -off  notices  to  customers  who  have  not  paid 
their  bills,  since  State  laws  generally  prohibit  shutting 
off  heat  during  the  winter  months. 

Question.   How  many  utility  customers  are  being 
disconnected  as  the  result  of  not  keeping  up  on  their 
heating  bills? 

Answer.   The  Department  of  Energy's  Residential 
Energy  Consumption  Survey  (RECS)  shows  that  over  one 
million  low  income  households  had  heat  interruptions 
during  the  1992-93  winter  due  to  financial  difficulties 
in  paying  for  utilities  or  heating  fuels.   The  number  and 
percent  of  low  income  households  experiencing  heat 
interruptions  due  to  financial  difficulty  decreased 
between  the  1983-84  and  1987-88  heating  seasons, 
increased  during  the  1989-90  and  1990-91  heating  seasons, 
and  leveled  off  during  the  1992-93  heating  season,  as 
seen  from  the  following: 

Heating  Number  of  low 

season  income  households 

1983-84  1,204,000 

1985-86  704,000 

1986-87  576,000 

1987-88  469,000 

1989-90  1,001,000 

1990-91  1,125,000 

1992-93  1,023,000 

Question.   Is  the  number  of  utility  shut-offs  higher 
than  usual,  due  to  the  extraordinarily  long  and  cold 
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winter  we  have  just  experienced? 

Answer.   We  do  not  have  any  data  for  this  past 
winter  on  the  number  of  utility  shut-offs. 

Question.   Would  you  consider  recommending  release 
of  emergency  LIHEAP  funds,  if  necessary,  to  avoid  having 
a  large  number  of  people  being  disconnected  from  heating 
services  going  into  next  winter? 

Answer.   Because  of  the  cold  weather  this  past 
winter,  the  President  released  $180  million  in  energy 
emergency  contingency  funds  on  April  11,  1996.   These 
funds  went  to  all  LIHEAP  grantees  under  the  normal 
funding  formula. 

The  Administration  would  need  to  consider  whether 
circumstances  warrant  release  of  available  funds  next 
winter. 

LIHEAP/DELINQUENT  UTILITY  PAYMENTS 

Question,   Is  there  any  evidence  that  the 
availability  of  LIHEAP  actually  encourages  a  significant 
number  of  people  to  become  delinquent  in  their  utility 
bills? 

Answer.   We  have  no  evidence  that  LIHEAP  results  in 
an  increase  in  utility  bill  delinquencies.   To  the 
contrary,  many  States  have  had  success  in  helping  people 
to  plan  ahead  and  to  avoid  energy  crises  by  arranging 
budget  payment  plans  and  arrearage  forgiveness  programs. 

IMPACT  OF  LIHEAP  CUTS 

Since  its  beginning  in  1981,  funding  for  the  Low 
Income  Home  Energy  Assistance  Program  has  reached  a  high 
of  $2.1  billion  and  a  current  low  of  $900  million. 

Question.   How  has  this  relatively  low  level  of 
LIHEAP  funding  impacted  the  states  and  other  grantees? 

Answer.   The  $900  million  in  regular  block  grant 
funds  appropriated  for  FY  1996  represents  about  a  1/3  cut 
from  the  FY  1995  funding  level. 

We  cannot  predict  what  the  effect  would  be  of  a 
specific  percentage  reduction  in  LIHEAP  funding,  because 
the  States  have  a  great  deal  of  flexibility  in  designing 
their  own  programs.   For  example,  if  the  funding  were 
reduced  by  25%,  a  State  could  take  a  number  of  actions: 
it  could  reduce  the  number  of  households  it  serves  by 
25%,  but  leave  benefits  the  same;  it  could  continue  to 
serve  the  same  number  of  households  but  cut  benefit 
levels  by  25%;  it  could  do  a  combination  of  the  two;  it 
could  take  other  actions  such  as  terminating 
weatherization  activities,  increasing  administrative 
productivity,  or  increasing  the  amount  of  State  funding  . 
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As  appropriations  for  the  program  have  decreased 
over  the  last  several  years,  many  States  have  set  their 
income  limits  below  the  maximum  allowable  levels  of  the 
greater  of  150%  of  the  poverty  level  or  60%  of  State 
median  income.   Many  States  have  set  their  income 
criteria  at  110%  or  125%  of  poverty.   While  this  has 
targeted  funds  to  those  with  the  lowest  incomes,  it  has 
also  had  the  effect  of  eliminating  many  elderly  and 
"working  poor"  households,  which  tend  to  have  incomes  at 
the  higher  end  of  the  low  income  spectrum.   As  a  result, 
we  have  seen  reductions  in  the  percent  of  LIHEAP 
recipient  households  that  are  elderly  or  working  poor. 
For  example,  in  FY  1986  when  funding  was  highest,  32%  of 
the  households  receiving  heating  assistance  were  working 
poor,  compared  to  24%  for  FY  1995.   In  1986,  38%  of  the 
households  receiving  heating  assistance  had  at  least  one 
member  who  was  at  least  60  years  old,  compared  to  34%  in 
FY  1995. 

Question.   Are  they  using  more  state  and  local 
funds? 

Answer.   We  have  not  seen  a  large  increase  in  the 
amount  of  state  or  local  funds  directed  toward  the  LIHEAP 
program.   Many  of  the  nonfederal  resources  reported  to  us 
under  the  leveraging  incentive  program  are  from  utilities 
and  other  private  sources. 

Question.   Are  low- income  households  in  critical 
need  of  energy  assistance  being  served? 

Answer.   We  do  not  yet  have  data  on  either  the 
number  of  or  characteristics  of  households  served  in  the 
winter  of  1995-1996. 

CHARACTERISTICS  OF  LIHEAP  RECIPIENTS 

Question.   Would  you  please  share  with  us  the  latest 
data  on  who  is  being  served  by  LIHEAP. 

Answer.   Estimates  from  the  March  1995  Current 
Population  Survey  (CPS)  indicate  that  of  households 
receiving  heating  assistance  during  October  1994  -  March 
1995: 
o    66  percent  had  incomes  below  110  percent  of  poverty, 

74  percent  had  incomes  below  125  percent  of  poverty, 

and  84  percent  had  incomes  below  150  percent  of 

poverty. 

o    14  percent  had  female-headed  households  with  at 
least  one  child  under  5  years  of  age. 

o    51  percent  had  children  less  than  18  years  old. 

o    34  percent  had  at  least  one  member  60  years  or 
older. 

o    38  percent  received  social  security  benefits. 
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o    About  76  percent  also  received  either  AFDC,  food 
stamps,  SSI,  housing  subsidy  or  other  public 
assistance. 

o    24  percent  did  not  receive  benefits  under  any  of 
these  other  assistance  programs. 

o    54  percent  were  renters. 

REACH  PROGRAM 

Question.   P.L.  103-252,  which  reauthorized  LIHEAP 
through  FY  1999,  established  a  Residential  Energy 
Assistance  Challenge  (REACH)  grant  program  to  help  reduce 
recipients'  home  energy  costs.   Has  the  REACH  program 
been  implemented  nationwide?   How  many  states  have 
implemented  it?   How  does  it  work?   What  services  are 
provided? 

Answer.   Under  the  terms  of  P.L.  103-252,  REACH  is 
to  be  funded  for  the  first  time  in  FY  1996.   A  program 
announcement  specifying  the  detailed  requirements  for 
applications  will  be  published  shortly  so  that  the  first 
grant  awards  under  the  program  can  be  made  by  September. 
At  this  time,  we  are  uncertain  how  many  grantees  will  be 
funded  or  what  specific  services  will  be  provided. 

Question.   Aren't  there  other  programs  that  provide 
counseling  services  to  low- income  persons  about  energy 
needs  and  costs,  and  what  to  do  to  lower  such  costs? 

Answer.   There  are  no  other  programs  that  we  are 
aware  of  that  offer  such  services  targeted  to  LIHEAP 
recipients  on  a  national  basis.   There  are,  similar 
programs  on  a  State  or  local  basis,  some  of  which  may  use 
either  LIHEAP  or  other  Federal  funds. 

Question.  Does  the  REACH  program  duplicate  such 
services  provided  by  other  agencies? 

Answer.   We  do  not  believe  the  program  duplicates 
services  of  any  other  Federal  agency. 

LEVERAGING 

Question.   It  is  my  understanding  that  LIHEAP 
grantees  may  receive  a  higher  LIHEAP  allotment  if  they 
successfully  leverage  their  fedeiral  LIHEAP  dollars  (by 
adding  state  or  other  funds  to  their  LIHEAP  allotment  or 
by  finding  other  ways  to  stretch  federal  LIHEAP  funds)  so 
that  they  provide  more  benefits  or  services.   Please 
explain  how  the  leveraging  component  of  LIHEAP  works. 

Answer.   The  leveraging  incentive  program  is 
designed  to  reward  grantees  that  add  nonfederal  resources 
to  help  low  income  people  meet  their  heating  and  cooling 
needs.   Grantees  that  wish  to  receive  leveraging 
incentive  funds  must  submit  a  separate  application  that 
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reports  the  leveraging  activities  carried  out  during  one 
fiscal  year  in  order  to  qualify  for  leveraging  incentive 
funds  the  following  year  (e.g.,  leveraging  incentive 
awards  for  FY  1996  are  based  on  countable  leveraging 
activities  carried  out  during  FY  1995).   Section  2602(d) 
of  the  statute  authorizes  $50  million  for  both  FY  1996 
and  FY  1997,  and  such  sums  as  may  be  necessary  for  FY 
1997  and  FY  1998.   The  Secretary  is  authorized  to  set 
aside  up  to  25  percent  of  the  leveraging  incentive  fund 
for  REACH.   In  FY  1996,  $22,500,000  is  available  for 
leveraging,  of  which  25  percent  may  be  set  aside  for 
REACH.   There  is  not  limit  on  the  amount  -  countable  or 
uncountable  -  that  grantees  may  "leverage"  to  increase 
available  energy  assistance  resources. 

An  interim  final  rule  issued  on  January  16,  1992  (57 
Fed ■  Reg .  1960) ,  modified  by  a  final  rule  issued  on  May 
1,  1995  (60  Fed.  Reg.  21322),  lays  out  criteria  that 
leveraging  resources  must  meet  in  order  to  count  under 
the  leveraging  incentive  program.   Each  countable 
leveraging  resource  will  earn  the  grantee  a  share  of 
funds  set  aside  for  leveraging  incentive  grants  for  that 
year. 

The  formula  for  distributing  leveraging  incentive 
funds  includes  two  separate  calculations: 

*  Percent  q£  Regular  Gcant  Leveraged:  Half  of  the 
leveraging  funds  are  distributed  based  on  the  amount 
of  leveraging  activities  each  grantee  carried  out  as 
a  proportion  of  the  amount  of  its  regular  LIHEAP 
grant,  taking  into  account  the  amount  of  leveraging 
activities  carried  out  by  all  grantees  as  a 
proportion  of  their  regular  grants. 

*  Percent  of  All  Leveraged  Funds:   The  other  half  of 
the  leveraging  funds  are  distributed  based  on  the 
amount  of  leveraging  activities  carried  out  by  each 
grantee  as  a  proportion  of  the  total  amount 
leveraged  by  all  grantees. 

*  Limits  on  Awards:   To  keep  any  one  grantee  from 
receiving  a  disproportionate  share  of  the  leveraging 
incentive  fund,  we've  added  two  limiting  factors: 

+    No  single  grantee  can  receive  more  than  12%  of 
the  total  amount  available  for  incentive 
grants. 

+    No  grantee  can  receive  more  than  the  lesser  of 
the  amount  of  its  regular  grant  or  twice  the 
amount  leveraged.   (The  first  half  of  the 
formula  can  give  very  small  grantees  hugely 
disproportionate  amounts  without  this  limit.) 

Example:   Under  the  first  half  of  the  formula,  a 
grantee  with  an  allocation  of  $20  million  that 
leveraged  $2  million  would  get  the  same  amount  as  a 
grantee  with  an  allocation  of  $100  million  that 
leveraged  $10  million  because  both  leveraged  10 
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percent  of  their  allocations.   This  part  of  the 
formula  was  designed  to  give  smaller  grantees  credit 
for  level  of  effort.   It  would  be  much  easier  for 
the  $100  million  grantee  in  the  above  example  to 
raise  $2  million  in  leveraged  resources  than  for  the 
$20  million  grantee  to  do  so. 

Under  the  second  half  of  the  formula,  if  the  total 
amount  of  leveraged  resources  for  all  grantees  was 
$500  million,  the  $20  million  grantee  in  the  example 
above  that  leveraged  $2  million  would  receive  0.4 
percent  of  this  half  of  leveraging  funds,  while  the 
$100  million  grantee  that  leveraged  $10  million 
would  receive  5  times  that  amount,  or  2  percent. 
This  part  of  the  formula  was  designed  to  reward 
grantees  that  leverage  large  amounts  of  resources. 

We  have  found  that  the  two  halves  of  the  formula 
provide  a  good  balance  and  fair  incentives  and  awards  for 
both  large  and  small  grantees. 

Question.   Have  the  grantees  been  able  to 
effectively  leverage  funds? 

Answer.   Yes,  many  grantees  have  been  able  to  use 
the  leveraging  incentive  award  program  to  increase  the 
amount  of  nonfederal  funds  being  used  to  help  low  income 
households  meet  their  residential  heating  and  cooling 
needs.   In  many  cases,  leveraging  activities  have  been 
ongoing  for  several  years.   For  instance,  private  fuel 
funds  have  been  in  operation  in  many  parts  of  the  country 
for  a  long  time.   In  many  cases,  utility  customers  can 
donate  when  they  pay  their  utility  bill  to  a  fund  that 
helps  low  income  households  meet  their  heating  or  cooling 
costs.   These  households  often  are  not  eligible  for 
LIHEAP  or  still  have  severe  needs  after  exhausting  their 
LIHEAP  benefits.   Even  where  an  activity  has  been  in 
existence  prior  to  the  inception  of  the  leveraging 
incentive  program,  grantees  have  often  been  able  to 
expand  it.   They  have  also  been  able  to  use  the 
leveraging  incentive  program  to  obtain  new  resources. 

LEVERAGING  DATA 

Question.   What  are  the  latest  data  with  respect  to 
the  LIHEAP  leveraging  incentive  program? 

Answer.   Listed  in  the  attached  table  are  the  69 
LIHEAP  grantees  (44  States  and  25  Indian  tribes  or  tribal 
organizations)  that  received  a  share  of  the  $30  million 
in  leveraging  incentive  grant  awards  for  FY  1995  (based 
on  FY  1994  leveraging  activities) .   The  FY  1996 
leveraging  incentive  award  applications  are  currently 
being  reviewed.   For  FY  1996,  $22.5  million  has  been 
earmarked  for  the  leveraging  incentive  program,  of  which 
25%,  or  $5,625,000,  has  been  reserved  for  the  new  REACH 
program. 
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LOW  INCOME  HOME  ENERGY  ASSISTANCE  PROGRAM  (LIHEAP) 
FY  1995  Leveraging  Incentive  Grant  Awards 


Total  Share 

FY  1994 

FY  1994 

of  $30  M 

Grantee 

Leveraging  $ 

Allot  $ 

for  FY  1995 

Alabama 

$5,591, 

145 

$12,054, 

122 

$557,284 

Alaska 

$7,244, 

346 

$5,178, 

324 

$1,404,810 

Arizona 

$4,030, 

049 

$5,168, 

464 

$782,770 

Arkansas 

$250, 

806 

$9,253, 

168 

$30,387 

California 

$77,168, 

290 

$64,620, 

824 

$3,235,983 

Colorado 

$8,275, 

294 

$22,682, 

886 

$549,590 

Connecticut 

$14,551, 

916 

$34,985, 

844 

$773,422 

Delaware 

$258, 

006 

$4,214, 

066 

$59,786 

Dist.  of  Col. 

$1,960, 

,810 

$4,595, 

473 

$421,327 

Florida 

$150, 

,658 

$19,173, 

438 

$11,046 

Idaho 

$827, 

,433 

$8,716, 

921 

$104,957 

Illinois 

$5,814, 

,167 

$93,921, 

206 

$219,797 

Indiana 

$1,131, 

,544 

$39,407, 

,935 

$57,035 

Kentucky 

$1,033, 

,558 

$24,638, 

,883 

$65,547 

Louisiana 

$317, 

,335 

$12,390, 

,034 

$31,019 

Maine 

$7,358, 

,392 

$26,365, 

,346 

$449,930 

Maryland 

$20,813, 

,164 

$29,288, 

,356 

$1,205,217 

Massachusetts 

$43,261, 

,125 

$73,053, 

,759 

$1,747,998 

Michigan 

$17,252, 

,473 

$126,360, 

,604 

$611,859 

Minnesota 

$6,345, 

,319 

$93,420, 

,464 

$240,186 

Mississippi 

$474, 

,780 

$10,379, 

,303 

$52,760 

Missouri 

$1,469, 

,385 

$32,714, 

,753 

$80,591 

Montana 

$2,050, 

,536 

$8,806, 

,656 

$258,052 

Nevada 

$290, 

,221 

$2,754, 

,413 

$98,477 

New  Hampshire 

$2,405, 

,694 

$14,351, 

,322 

$212,450 

New  Jersey 

$86,689, 

,186 

$61,739, 

,044 

$3,688,807 

New  York 

$145, 174, 

,223 

$240,645, 

,272 

$4,681,782 

North  Carolina 

$2,545, 

,684 

$26,242, 

,725 

$156,042 

North  Dakota 

$143, 

,683 

$16,546, 

,795 

$11,552 

Ohio 

$31,511, 

,897 

$96,381, 

,778 

$1,183,935 

Oklahoma 

$1,070, 

,088 

$10,276, 

,943 

$119,793 

Oregon 

$3,505, 

,823 

$17,570, 

,961 

$271,305 

Pennsylvania 

$72,856, 

,412 

$116,857, 

,601 

$2,623,969 

Rhode  Island 

$1,910, 

,816 

$11,470, 

,716 

$197,354 

South  Carolina 

$359, 

,897 

$9,630, 

,991 

$42,299 

South  Dakota 

$375, 

,732 

$9,493, 

,377 

$44,644 

Tennessee 

$316, 

,410 

$19,548, 

,225 

$22,928 

Utah 

$386, 

,199 

$10,334, 

,889 

$43,053 

Vermont 

$449, 

,599 

$13,196, 

,404 

$42,050 

Virginia 

$1,186, 

,751 

$28,277, 

,434 

$69,960 

Washington 

$13,299, 

,192 

$27,788, 

,023 

$791,085 

West  Virginia 

$3,301, 

,100 

$16,503, 

,089 

$456,532 

Wisconsin 

$27,549, 

,381 

$65,146, 

,937 

$810,168 

Wyoming 

$97, 

,000 

$4,220, 

,301 

$22,448 
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LOW  INCOME  HOME  ENERGY  ASSISTANCE  PROGRAM  (LIHEAP) 
FY  1995  Leveraging  Incentive  Grant  Awards 


Total  Share 

FY  1994 

FY  1994 

of  $30  M 

Grantee       Leveraging  $ 

Allot  $ 

for  FY  1995 

Alaska 
Tanana  Chiefs  Conf . 

$18,517 

$618,924 

$26,128 

Tlingit  &  Haida  CC 

$13,500 

$424,642 

$27,588 

Arizona 

Quechan  Tribe 

$17,308 

$15,826 

$15,826 

California 

Quartz  Valley  Rn. 

$249 

$3,057 

$3,057 

Rincon  Ind.  Resv. 

$8,192 

$12,151 

$12,151 

Round  Valley (Covelo) 

$24,710 

$22,538 

$22,538 

Idaho 

Shoshone -Bannock  Tr. 

$23,153 

$99,004 

$99,004 

Massachusetts 

Mashpee  Wampanoag 

$6,402 

$17,453 

$17,453 

Michigan 

Inter-Tribal  Council 

$36,336 

$60,610 

$60,610 

Sault  Ste.  Marie  Tr. 

$30,000 

$150,678 

$150,678 

Montana 
Assin&Sioux(Ft  Peck) 

$19,700 

$307,571 

$55,366 

Blackfeet  Tribe 

$33,264 

$497,270 

$58,187 

Con  Salish  Kootenai 

$17,590 

$285,093 

$53,293 

New  Jersey 

Powhatan  Renape  Ntn 

$1,449 

$154,742 

$8,054 

North  Carolina 

Lumbee 

$5,260 

$496,155 

$9,221 

Oklahoma 

Choctaw  Nat  of  OK 

$100,000 

$146,901 

$146,901 

Kiowa  Tribe  of  OK 

$10,875 

$20,377 

$20,377 

Muscogee  Creek  Ntn 

$50,000 

$101,785 

$101,785 

South  Dakota 

Lower  Brule  Sioux 

$50,000 

$39,495 

$39,495 

Siss-Wahpeton  Sioux 

$31,668 

$151,111 

$151,111 

Washington 

Colville  Conf  Tribe 

$43,920 

$244,927 

$154,682 

LuiTuni  Tribe 

$4,400 

$72,264 

$52,221 

Port  Gamble  S'Kl  Tr 

$1,157 

$11,914 

$11,914 

Puyallup  Tribe 

$17,836 

$80,592 

$80,592 

Yakama  Nation 

$24,000 

$259,617 

$79,782 

Total 


$623,645,002  $1,584,662,766   $30,000,000 
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OIL  OVERCHARGE  FUNDS 

Question.   In  past  years  the  oil  overcharge  funds, 
disbursed  by  the  Secretary  of  Energy  from  settlements  of 
cases  of  oil  price  overcharges  under  the  Emergency 
Petroleum  Allocation  Act  of  1973,  have  been  a  large 
source  of  nonfederal  funding  available  to  LIHEAP.   Do  you 
expect  the  recent  escalation  of  gasoline  prices  to  have 
any  impact  on  the  oil  overcharge  funds? 

Answer.   Oil  overcharge  funds  result  from 
settlements  of  cases  of  oil  price  overcharges  under  the 
Emergency  Petroleum  Allocation  Act  of  1973.   This  Act 
does  not  apply  to  current  situations,  and  thus  would  not 
apply  to  recent  increases  in  the  price  of  gasoline. 

According  to  staff  in  the  Department  of  Energy, 
there  are  no  significant  oil  overcharge  distributions 
expected  to  be  made  in  the  future,  including  for  1996  or 
1997.   Unless  some  unforeseen  development  or  lawsuit 
takes  place  regarding  overcharges,  DOE  will  not  be  making 
any  50 -State  distributions  of  oil  overcharge  funds  again, 
nor  will  any  future  funds  that  are  distributed  be 
eligible  for  use  in  LIHEAP. 

CLAIMS  WORKLOAD 

Question.   HHS  estimates  that  Medicare  claims  volume 
is  expected  to  increase  by  3 . 5  percent  in  FY  1997,  yet 
you  recommend  a  $20  million  cut  to  this  service.   Please 
explain  how  the  contractors  will  absorb  the  funding  cuts 
to  the  program? 

Answer.   To  prepare  for  the  transition  to  MTS  in  the 
lean  budget  years  ahead,  HCFA  recognizes  the  need  to 
encourage  efficiencies  in  contractor  operations.   To  this 
end,  HCFA  will  aggressively  pursue  reductions  in  the 
costs  of  claims  processing  operations.   We  expect  that 
increased  processing  efficiencies  will  offset  the  cost  of 
incremental  claims  workload. 

Question.   Are  you  concerned  about  the  contractors 
ability  to  process  claims  within  the  mandated  time 
frames? 

Answer.   No.   We  believe  that  the  funding  for  claims 
processing  operations  is  based  on  a  reasonable  scope  of 
work.   While  the  claims  processing  budget  reflects  an 
aggressive  approach  towards  achieving  processing 
efficiencies,  we  believe  it  will  allow  contractors  to 
meet  or  exceed  all  performance  and  customer  service 
standards . 

MEDICARE  TRANSACTION  SYSTEM 

Question.   You  list  the  Medicare  Transaction  System 
(MTS)  as  one  of  your  priorities  in  FY  1997.   Our 
understanding  is  that  MTS  will  not  be  fully  implemented 
until  Spring  2000.   What  is  your  expected  cost  of  MTS 
over  the  next  4  years? 
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Answer.   Based  on  the  latest  iteration  of  the  MTS 
Cost  Model,  we  believe  that  the  total  net  investment  in 
MTS  will  total  between  $450  and  $500  million.   The  net 
investment  is  based  on  the  MTS  Cost  Model  which  is 
sensitive  to  modifications  in  the  dozens  of  assumptions 
which  drive  its  economic  projections.   We  believe  the 
range  of  investment  cited  above  is  reasonable  given  the 
state  of  current  MTS  Transition  assumptions. 

Question.   What  would  the  requested  $75  million  for 
MTS  buy  in  FY  1997? 

Answer.   As  HCFA  continues  to  proceed  with  the 
design  and  development  of  MTS,  there  will  be  some  start- 
up costs  prior  to  implementation.   HCFA  is  requesting  $75 
million  in  FY  1997  for  the  design,  development,  and 
initial  implementation  of  MTS.   The  hardware,  software, 
and  service  costs  for  MTS  in  FY  1997  is  shown  below: 

--  MTS  operating  site  start-up  ($54  million) 

--  Local  contractor  conversion  to  MTS  ($10  million) 

--  MTS  test  facility/design  and  development  ($10  million) 

--  Independent  verification  and  validation  ($1  million) 

Question.   Do  you  expect  to  request  additional  funds 
for  MTS,  e.g.,  any  shortfall  for  the  GTE  design  contract? 

Answer.   HCFA  does  not  anticipate  an  additional 
request  of  FY  1997  funding  for  any  project  related  to 
MTS.   However,  depending  on  the  number  of  Medicare 
contractor  non- renewals  in  FY  1997,  HCFA  may  request 
additional  funding  for  contractor  termination  costs  or 
risk  deteriorations  in  customer  service.   As  a  prudent 
purchaser  of  a  large  software  system,  HCFA  is  constantly 
reviewing  new  technological  and  operational  needs  of 
their  new  claims  processing  system  as  circumstances 
change.   HCFA  is  in  negotiations  with  GTE  to  discuss 
these  needs. 

Question.   In  light  of  the  increase  in  funding  for 
MTS  and  the  large  funding  cut  you  propose  for  Medicare 
claims  processing,  how  many  contractor  transitions  or 
non- renewals  do  you  expect  in  FY  1997? 

Answer.   Although  our  budget  request  reflects  our 
best  estimate  of  funding  needs  in  FY  1997,  it  is 
difficult  to  anticipate  contractor  decisions  to  non- renew 
their  Medicare  contracts  as  we  implement  MTS.   We  are 
currently  in  the  process  of  revising  our  MTS  Transition 
Strategy,  based  on  our  decision  to  consolidate  existing 
systems  at  the  MTS  Operating  Sites  prior  to 
implementation  of  MTS  software.   We  believe  this  approach 
will  minimize  implementation  problems  once  we  begin  to 
integrate  MTS  software  in  a  structured  manner  on  the 
established  hardware  platform. 


178 


Question.  We  are  considering  separating  the  funding 
for  MTS  from  the  basic  Medicare  contractor  budget.  Would 
you  support  this  proposal? 

Answer.   No.   To  treat  MTS  as  an  endeavor  separate 
from  traditional  Medicare  contractor  operations  is  to 
minimize  the  integrated  approach  HCFA  is  taking  in 
implementing  MTS.   Currently,  we  incorporate  MTS  budget 
assumptions  into  our  Medicare  Contractor  budget 
formulation  process.   This  results  in  more  accurate  out 
year  projections  and  increased  coordination  with  HCFA. 

While  the  MTS  at  times  been  conceptually  divorced 
from  traditional  Medicare  Operations,  HCFA  believes  that 
it  is  necessary  to  frame  the  MTS  in  the  proper 
operational  context  --  MTS  is  an  agency-wide  payment 
processing  an  management  enterprise. 

OFFICE  OF  AIDS  RESEARCH 

Question.   Madame  Secretary,  the  consolidated 
appropriation  for  the  Office  of  AIDS  Research  at  the  NIH 
was  a  major  difference  between  the  House  and  Senate  in 
fiscal  year  1996.   I  note  that  the  President's  budget 
again  recommends  a  direct  appropriation  of  AIDS  research 
funds  to  the  Office  of  AIDS  Research.   Why  is  the 
consolidated  appropriation  so  important  for  the  AIDS 
research  program  at  the  NIH? 

Answer.   The  President  and  I,  along  with  the  senior 
leadership  of  the  NIH  and  the  scientific  community 
continue  to  support  the  single  appropriation  as  the  most 
effective  tool  for  better  management  and  scientific 
oversight  of  the  vast  HIV/AIDS  research  effort  at  the 
NIH. 

The  AIDS  research  effort  is  unlike  any  other 
research  program  of  the  NIH  in  that  every  Institute  and 
Center  of  the  NIH  conducts  or  supports  AIDS  research. 
The  management  of  this  complex  $1.4  billion  portfolio 
requires  a  unique  and  unprecedented  level  of  scientific 
oversight  to  determine  areas  of  highest  scientific 
priority,  ensure  collaboration  and  minimize  duplication 
in  a  united  research  front  against  the  epidemic.  With  the 
single  appropriation,  the  OAR  can  preserve  the  highest 
priority  scientific  areas. 

The  OAR  has  the  authority  to  develop  both  the  annual 
NIH  Plan  for  HIV- Related  Research  and  the  NIH  budget 
request  for  AIDS  research,  based  on  the  priorities  of 
that  plan.   The  "single  appropriation"  for  the  OAR 
provides  the  Director  of  the  OAR  with  an  additional 
critical  authority  to  transfer  sums  of  money  across 
institutes  after  the  development  of  the  original  budget 
request  in  concert  with  changing  scientific  priorities 
and  needs.   In  addition,  the  authorizing  legislation 
gives  the  OAR  the  authority  to  change  the  distribution  of 
funds  to  the  institutes  at  the  end  of  the  appropriations 
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process.   Since  the  budget  is  developed  as  much  as  18 
months  prior  to  the  actual  appropriation,  this  ability  to 
change  the  distribution  of  funds  provides  an  essential 
tool  to  the  OAR  to  assure  that  the  funds  will  be  utilized 
to  their  maximum  potential.   Similarly,  the  Institute  and 
Center  directors  have  the  ability  to  shift  funds  within 
their  individual  appropriations  among  scientific  programs 
at  any  time  during  the  course  of  the  fiscal  year,  based 
on  changing  priorities. 

This  ability  to  redistribute  funds  will  be 
particularly  essential  this  year  as  the  OAR  has  just 
completed  a  major  trans -NIH  evaluation  of  the  AIDS 
research  program.   The  evaluation,  conducted  by  more  than 
100  eminent  scientists  and  AIDS  experts,  has  made 
recommendations  which  have  significant  budgetary 
implications.   However,  these  recommendations  were 
presented  by  the  outside  reviewers  to  the  OAR  Advisory 
Council  on  March  13,  long  after  the  FY  1997  budget  was 
developed.   The  authority  of  the  single  appropriation  and 
the  ability  to  redistribute  funds  will  be  essential  to 
implementing  these  recommendations  expeditiously. 

Question.   How  do  you  respond  to  the  charge  that 
Congress  should  not  "earmark"  funding  for  disease 
specific  research? 

Answer.   It  is  vital  that  the  allocation  of  medical 
research  dollars  takes  into  account  several  factors, 
including  scientific  opportunity,  public  health  need, 
gaps  in  knowledge,  as  well  as  societal  and  economic 
burden  of  the  disease/condition.   While  it  might  be 
argued  that  each  of  these  factors  individually  could 
provide  the  basis  for  funding  decisions,  in  fact,  they 
must  all  be  considered  in  the  allocation  of  funds.   For 
example,  aspects  of  disease  burden- -the  number  of  deaths 
or  the  number  of  new  cases  per  year- -are  often  presented 
as  justification  for  the  allocation  of  research  funds. 
However,  these  two  measures  alone  do  not  provide  a  true 
assessment  of  the  burden  of  disease.   Prevalence, 
morbidity,  economic  costs,  impact  of  the 
disease/condition  on  functional  status,  the  level  of 
impairment  or  disability,  and  perceptions  of  quality  of 
life  and  health  are  all  essential  components  of  disease 
burden. 

Likewise,  the  applicability  of  cost  of  illness 
estimates  to  policy  and  budgetary  decisions  related  to 
medical  research  is  limited  for  several  reasons.  There  is 
considerable  variability  in  the  methods  and  data  used  to 
generate  cost  of  illness  estimates.   As  a  result,  cost 
estimates  for  different  diseases,  or  even  for  the  same 
disease,  may  not  be  comparable.   For  example,  one 
analysis  may  include  only  treatment  costs,  while  another 
may  include  estimates  of  the  value  of  lost  production  due 
to  morbidity  and  mortality.   Many  patients  have  more  than 
one  disease/condition  simultaneously,  such  as  heart 
disease  and  diabetes,  or  have  other  underlying  risk 
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factors  such  as  smoking  and  alcohol  abuse.   In  such 
cases,  costs  may  be  allocated  on  the  basis  of  primary 
diagnosis  only,  or  some  share  may  be  attributed  to 
comorbidities  or  underlying,  contributory  conditions. 
Furthermore,  there  is  an  inherent  imprecision  in 
estimating  accurately  items  such  as  the  costs  of 
physician  visits,  hospital  stays,  and  the  value  of  lost 
productivity  due  to  death  and  disabilities.   Finally, 
estimates  of  the  economic   costs  of  illness  do  not  capture 
some  important  aspects  of  the  burden  of  illness  such  as 
reduced  functioning,  pain  and  suffering,  and 
deterioration  in  other  dimensions  of  health- related 
quality  of  life,  including  emotional  and  psychological 
impacts  on  families,  friends,  and  co-workers. 

Disease- specif ic  allocation  of  research  funds  fails 
to  recognize  how  the  most  important  research  is 
initiated.   The  NIH  relies  heavily  on  non-directed, 
investigator- initiated  research  to  generate  the  most 
creative  ideas  for  advancing  scientific  knowledge  about 
human  health  and  disease.   This  system  of  funding 
meritorious  research  on  a  competitive  basis  has  provided 
the  foundation  upon  which  NIH  has  improved  the  Nation's 
health  across  many  disease  categories.   Another  model  of 
scientific  inquiry  which  has  proven  remarkably  effective 
in  understanding  and  treating  disease  involves  research 
on  rare  or  orphan  diseases .   Studies  of  rare  diseases  may 
ultimately  lead  to  new  insights  for  other  seemingly 
unrelated,  but  more  prevalent,  diseases. 

Disease-specific  allocation  also  fails  to  take  into 
consideration  the  role  of  basic  research  in  solving 
health  problems.   Tangible  results  of  scientific  inquiry 
cannot  always  be  defined,  predicted,  or  assigned  to  a 
disease.   In  some  cases,  an  important  goal  of  research  is 
understanding  normal  developmental,  physiological,  or 
population-based  processes  to  better  understand, 
identify,  prevent,  and  treat  a  range  of  diseases  and 
disorders.  Research  in  one  area  has  often  led  to  dramatic 
improvements  in  treatment  in  a  seemingly  unrelated  area. 
Isolation  of  the  colon  cancer  gene,  for  example,  depended 
on   over  thirty  years  of  developing  techniques  to  localize 
genes  on  human  chromosomes  and  to  amplify  them  in 
bacteria.   The  function  of  the  colon  cancer  gene  was 
rapidly  understood  because  the  gene  is  closely  related  to 
bacterial  and  yeast  genes  that  protect  the  integrity  of 
DNA  by  repairing  mutations  in  these  other,  much  simpler 
organisms.   In  this  way,  over  twenty  years  of  support  for 
basic  studies  of  DNA  damage  and  repair  unexpectedly 
revealed  a  new  and  important  mechanism  for  causing 
cancer,  a  mechanism  that  is  likely  to  have  a  role  in 
cancers  arising  in  many  other  organs. 

It  is  also  critical  that  the  research  enterprise 
provide  an  environment  which  encourages  inter- Institute 
collaboration.   Disease  is  not  unidimensional,  i.e.,  it 
usually  affects  more  than  one  body  system.   For  this 
reason,  it  is  essential  that  even  disease- specif ic 
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research  be  tackled  by  a  number  of  NIH  Institutes  with 
apparently  unrelated  missions.   Finally,  NIH  must  have 
the  flexibility  to  respond  rapidly  to  emerging  public 
health  needs  and  scientific  opportunities.   This  multi- 
pronged  approach  to  allocation  of  the  Nation's  medical 
research  funds  will  continue  to  ensure  the  vitality  and 
effectiveness  of  the  NIH.   Any  approach  that  emphasizes 
disease -specific  "earmark"  of  funds  would  fail  to 
increase  the  rate  at  which  human  health  discoveries  are 
made . 

SHARING  RESEARCH  RESULTS 

During  the  Subcommittee's  May  29  hearing  on  Women's 
Health  in  Los  Angeles,  the  Scleroderma  Research 
Foundation  discussed  their  research  approach.   According 
to  the  Foundation,  this  approach  "stands  traditional 
research  on  its  head  by  progressing  along  a  well -focused 
path,  sharing  all  research  results  immediately,  rather 
than  waiting  for  publication  and  review,  and  by  working 
across  traditional  medical,  academic  and  public-private 
boundaries."   Dr.  Bruce  Alberts,  President  of  the 
National  Academy  of  Science,  predicts  that  this  approach 
will  serve  as  a  model  for  future  medical  and  scientific 
research  because  of  its  unprecedented  unified  plan  of 
attack. 

Question.   Is  the  delay  in  NIH  releasing  their 
research  results  due  to  waiting  for  publication  review? 

Answer.   The  NIH  has,  as  one  of  its  goals,  the  rapid 
dissemination  of  research  results.   This  is  done  through 
a  variety  of  methods,  such  as  sponsoring  open  meetings 
like  scientific  workshops  and  consensus  conferences  and 
disseminating  research  results  presented  at  scientific 
meetings  and  in  scientific  publications.   Although 
publication  may  result  in  some  delay,  publishing  research 
results,  at  least  initially  in  abstract  form,  enables  a 
very  wide  community  perspective  and  final  publication 
ensures  that  these  results  have  undergone  a  certain  rigor 
of  review,  thus  enabling  promising  leads  to  be  pursued  by 
other  investigators. 

Beyond  publishing  research  in  scientific  journals, 
there  are  a  number  of  other  ways  in  which  scientific 
information  is  rapidly  exchanged.   In  order  to  facilitate 
this  exchange,  several  NIH  Institutes  have  recently 
established  home  pages  on  the  internet  upon  which 
research  information  is  shared  and  made  available  to  the 
public.   In  addition,  inter/intra  disciplinary  meetings 
and  scientific  workshops  are  often  held  throughout  the 
year.   These  meetings  serve  as  a  forum  for  researchers  to 
interact  and  have  informal  discussions  on  research  topics 
of  mutual  interest.   Many  of  these  meetings  often  focus 
on  recent  unpublished  results  that  serve  as  a  focal  point 
for  further  research.   Annual  meetings  are  also  held  in 
which  the  directors  of  various  research  centers  discuss 
research  results.   While  each  of  these  activities  has 
various  strengths  and  weaknesses,  the  combination  of  many 
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different  forms  of  information  sharing  provides  multiple 
forums  through  which  research  ideas  can  be  effectively 
exchanged  and  disseminated  to  diverse  audiences. 

Question.  What  do  you  think  of  the  Scleroderma 
Research  Foundation's  approach  to  finding  a  cure  for 
scleroderma? 

Answer.   The  Scleroderma  Research  Foundation,  and 
other  foundations  and  voluntary  organizations  like  it, 
serve  an  invaluable  role  as  partners  with  the  NIH  in  the 
search  for  treatments  and  cures  for  disabling  diseases. 
These  groups  also  help  to  augment  information 
dissemination  activities.   Because  of  its  sole  focus  on 
scleroderma,  the  Scleroderma  Research  Foundation  is  able 
to  devote  all  of  its  resources  to  the  single-minded 
pursuit  of  knowledge  into  this  disorder.   This  research 
can  build  upon,  as  well  as  complement,  research  that  is 
being  supported  by  the  NIH.   The  research  supported  by 
the  Scleroderma  Research  Foundation  and  the  NIH  has,  as  a 
mutual  goal,  to  strengthen  and  enhance  our  understanding 
of  this  disease.   The  research  supported  by  each  makes  a 
valuable  contribution  towards  that  goal. 

NATIONAL  WOMEN'S  HEALTH  CLEARINGHOUSE 

Question.   I  included  language  in  the  report 
accompanying  the  FY  96  Appropriations  bill  which  directs 
the  various  Public  Health  Service  agencies  to  contribute 
funds  to  the  implementation  of  a  women's  health 
clearinghouse  to  be  coordinated  by  the  Office  on  Women's 
Health.   The  purpose  of  the  clearinghouse  is  to  provide 
access  to  Federal  information  about  women's  health  to 
consumers,  health  care  professionals,  the  media  and 
researchers  through  a  toll-free  telephone  number  and  the 
Internet.   Are  you  taking  steps  to  assure  that  these 
agencies  provide  the  needed  funds  to  this  clearinghouse? 

Answer.   As  directed,  and  in  recognition  of  the 
urgent  need  for  easy  access  to  the  most  current 
information  on  a  broad  range  of  women's  health  issues, 
the  PHS  Office  on  Women's  Health  (OWH)  is  now 
establishing  the  National  Women's  Health  Information 
Center  (NWHIC) .   To  accomplish  this,  OWH  has  joined  in 
partnership  with  the  U.S.  Department  of  Defense.   The 
NWHIC  will  provide  a  vital  resource  for  the  public, 
health  care  professionals,  policy  makers,  researchers, 
and  women  in  the  military  to  enhance  their  knowledge 
about  women's  health  issues. 

With  access  through  both  a  toll-free  telephone  line 
and  the  Internet,  the  NWHIC  will  act  as  a  Federal 
"women's  health  central,"  reducing  to  a  single  point  of 
contact  the  vast  array  of  information  available  through 
the  more  than  80  Federal  health  clearinghouses  and 
hundreds  of  private  sector  organization  resources. 
However,  the  NWHIC  will  not  replicate  or  supplant  the 
important  information  dissemination  functions  of  existing 
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Federal  programs;  rather,  it  will  simplify  the 
identification  and  ordering  of  existing  women's  health 
information  within  Federal  organizations.   In  addition, 
the  ^fWHIC  will  have  an  interactive  component  permitting 
consumers  and  health  care  professionals  to  ask  health 
questions,  register  for  meetings  on  women's  health,  and 
gain  access  to  interactive  services  on  a  broad  range  of 
women's  health  issues. 

The  Department  is  ensuring  that  OVm  has  the 
necessary  additional  funds  for  development  and 
implementation  of  this  critical  program  in  FY  1996.   All 
PHS  agencies  except  the  Food  and  Drug  Administration  and 
the  Indian  Health  Service  (which  are  not  under  the 
jurisdiction  of  this  Subcommittee)  will  contribute  a 
total  of  $1.4  million  for  the  development,  launch  and 
operation  of  the  NWHIC.   Since  all  of  these  agencies  will 
benefit  from  the  establishment  of  the  NWHIC  and  the 
improved  access  to  information  it  will  provide,  each 
agency's  contribution  will  be  based  on  the  relative  size 
of  its  total  agency  budget,  to  reflect  the  relative 
amount  of  information  to  be  made  available  through  the 
NWHIC. 

Question.   What  steps  would  you  suggest  be  taken  to 
assure  widespread  use  of  this  information? 

Answer.   The  NWHIC  will  provide  access  to 
information  through  both  a  toll-free  number  and  the 
Internet.   Therefore,  consumers,  health  care 
professionals,  and  women's  health  advocates  will  have 
easy  access  to  a  wide  variety  of  information  on  women's 
health  programs,  as  well  as  access  to  interactive  women's 
health  services  on  a  broad  range  of  women's  health 
issues.   To  ensure  that  the  widest  possible  spectrum  of 
individuals  and  organizations  are  aware  of  the  NWHIC,  a 
nationwide  campaign  will  be  launched  to  publicize  the 
NWHIC  and  its  toll-free  number,  including  public  service 
announcements,  events  in  each  of  the  Department's  ten 
Regional  Offices  (through  the  Regional  Women's  Health 
Coordinators),  and  State  and  local  activities. 

SYPHILIS  PREVENTION  ACTIVITIES 

Question.   I  understand  that  a  recently  published 
study  has  shown  that  sexually  transmitted  disease 
treatment  and  prevention  activities  can  lead  to 
significant  declines  in  HIV  transmission  rates.   In  fact, 
this  study  reported  42%  drop  in  HIV  transmission  in  areas 
where  STD  treatment  and  prevention  were  expanded.   Last 
year,  the  Senate  Appropriations  Committee  recognized  the 
specific  link  between  syphilis  outbreaks  and  increased 
HIV  infection,  and  instructed  the  Division  of  HIV 
Prevention  to  support  syphilis  prevention  activities. 
Please  tell  us  the  status  of  this  endeavor. 

Answer.   There  have  been  several  collaborative 
activities  conducted  this  fiscal  year  to  begin  the 
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process  of  using  HIV  support  for  syphilis  prevention 
activities: 

•  First,  HIV/AIDS  prevention  staff  participated  in  the 
"Innovations  in  Syphilis  Prevention"  Investigators' 
meeting  in  December  1995.  The  main  focus  of  this 
research  project  is  the  development  of  innovative 
approaches  to  the  prevention  of  syphilis, 
particularly  in  the  Southern  section  of  the  Nation. 
HIV  prevention  staff  have  also  collaborated  in  the 
revisions  of  the  syphilis  interview  record,  which 
collects  epidemiologic  and  demographic  information 
related  to  syphilis  infection. 

•  Second,  the  Division  of  HIV/AIDS  Prevention  and  the 
Division  of  STD  Prevention,  in  the  National  Center 
for  HIV,  STD,  and  TB  Prevention,  are  working 
collaboratively  to  promote  linkages  between  their 
respective  surveillance  systems.   Specifically,  the 
two  divisions  are  collaborating  in  ecologic  studies 
of  syphilis  and  HIV  distribution  in  the  United 
States.   The  divisions  are  also  working  together  in  a 
capacity-building  effort  for  states  to  allow  merging 
of  syphilis  and  HIV  surveillance  databases  to  guide 
prevention  program  planning. 

•  Third,  staff  from  the  Division  of  STD  Prevention  and 
staff  from  the  Division  of  HIV/AIDS  Prevention  have 
participated  in  joint  seminars  to  discuss 
implementation  of  the  Mwanza  findings. 

•  Finally,  the  Division  of  HIV/AIDS  Prevention  has 
encouraged  its  HIV  community  planning  groups 
nationwide  to  include  a  member  of  their  local  STD 
prevention  program  on  the  HIV  Community  Planning 
Councils,  either  as  members  or  ex  officio  members,  to 
ensure  that  STD  issues  are  considered  at  the  local 
level  when  future  plans  are  being  developed. 

ADMINISTRATIVE  COST  REDUCTION 

Question.   Last  year.  Congress  imposed  a  1.4% 
administrative  decrease  on  the  budget  of  the  Centers  for 
Disease  Control  and  Prevention,  which  was  to  be 
distributed  among  all  CDC  programs.   How  was  this 
administrative  reduction  allocated  across  CDC  activities? 

Answer.   The  1.4%  administrative  reduction  taken  by 
the  Congress  was  based  on  the  Administrative  Costs  Table 
submitted  in  the  CDC  FY  1996  Justification  of  Estimates 
for  Appropriations  Committees.   In  applying  this 
reduction,  the  proportional  share  for  each  budget 
activity  was  determined  relative  to  FTE  distribution. 

INFERTILITY  PREVENTION  PROGRAM 

Question.   For  the  last  two  years  the  Administration 
has  proposed  to  consolidate  the  categorical  grants  and 
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authorities  of  the  CDC  into  "performance  partnership" 
grants  to  state  entities.  What  is  your  assessment  of  the 
impact  these  performance  partnership  grants  would  have  on 
regional  programs  such  as  the  infertility  prevention 
program? 

Answer.   Where  STD- related  infertility  programs  have 
been  implemented,  states  have  developed  prevention 
partnerships  which  we  expect  will  continue  under  the 
proposed  performance  partnership  grants  (PPGs)  structure. 
Since  there  currently  is  no  national  infrastructure  for 
these  programs,  CDC  will  need  to  work  very  closely  with 
states  to  assure  that  goals,  or  outcomes  negotiated 
address  the  needs  of  women  for  STD- caused  infertility. 
Our  goal  is  to  work  collaboratively  with  states  to 
progressively  improve  performance  in  each  measurable 
health  area- -  including  preventing  and  controlling  STD- 
related  infertility. 

As  with  categorical  grants,  we  will  continue  to  work 
with  the  Congress  to  incrementally  invest  in  the  PPGs 
where  we  believe  the  funds  will  do  the  most  good.   If 
providing  a  national  infrastructure  for  STD- related 
infertility  is  determined  to  be  a  high  priority,  future 
investments  will  be  made  in  the  STD/TB  Performance 
Partnership  Grant  instead  of  a  discrete  categorical  grant 
line  item.   As  funds  are  distributed  to  states,  outcomes 
negotiated  will  reflect  the  shared  priorities  of  states. 
Congress,  and  the  Administration. 

Finally,  since  states  will  be  empowered  and  given 
flexibility  in  setting  priorities,  it  is  possible  that  a 
slight  shift  in  resources  from  one  program  area  to 
another  could  result  in  significant  improvements  in 
reproductive  health  outcomes  for  some  states.   It  is 
conceivable  that  states  currently  without  STD- related 
infertility  grant  funds  may  choose  to  invest  more  in 
women's  reproductive  health- -moving  more  quickly  to 
reduce  STD-related  infertility,  Pelvic  Inflammatory 
Disease  (PID) ,  and  other  STD  complications- -than  would 
have  been  possible  under  the  current,  more  rigid  funding 
structure. 

Question.   How  could  the  infertility  prevention 
program  continue  without  Federal  coordination? 

Answer.   Federal  coordination  will  continue.   At 
annual  performance  partnership  grant  negotiations,  CDC 
staff  will  determine  reasonable  STD-related  infertility 
outcomes  in  collaboration  with  states.   Throughout  the 
year,  CDC  staff  will  also  be  available  to  provide 
technical  assistance  to  states  as  they  need  it.    It  is 
our  plan  not  to  manage  process.   We'll  leave  it  up  to 
states  to  determine  the  best  ways  to  prevent  and  reduce 
the  incidence  of  STD-related  infertility.   If  a  state 
demonstrates  that  it  is  having  difficulty  in  meeting  the 
goals  and  standards  negotiated  in  its  grant  agreement, 
Federal  staff  will  be  available  to  help  that  state  get 
back  on  course. 
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We  expect  that  states  will  adopt  some  of  the  key 
features  of  current  Federal  coordination  efforts:  (1) 
ensuring  that  consistent  screening  and  treatment  services 
are  available  in  settings  where  at-risk  populations 
receive  health  care,  (2)  developing  quality  assurance 
programs  focusing  on  clinical  and  laboratory  standards, 
(3)  monitoring   the  spread  of  STD  infections  which  cause 
infertility  and  other  debilitating  complications,  and  (4) 
developing  important  partnerships  with  federal  agencies 
such  as  CDC  and  the  Office  of  Population  Affairs  and 
national  organizations  such  as  the  Association  of  State 
and  Territorial  Public  Health  Laboratory  Directors.   CDC 
will  continue  its  collaboration  and  coordination  at  a 
national  level  and  continue  to  translate  research 
information  on  high  quality,  effective  STD- related 
infertility  prevention  programs  for  states. 

Question.  Shouldn't  the  infertility  prevention 
program  be  removed  from  the  performance  partnership 
grant? 

Answer.   No.  These  performance  partnership  grant 
(PPG)  proposals  were  developed  in  close  consultation  with 
CDC.   While  it  may  be  more  difficult  to  implement 
performance  partnership  grants  where  funds  are  not 
currently  available  for  a  full  national  program,  we 
believe  the  spirit  of  these  grants  is  to  give  flexibility 
back  to  states  to  respond  to  their  most  critical  health 
needs.   Over  time,  we  will  incrementally  invest  in  PPGs 
and  outcomes  will  be  negotiated  with  states  to  achieve 
the  reductions  desired  nationally  for  STD- infertility 
incidence.   Also,  we  believe  states  will  agree  that  the 
reduction  of  STD- caused  infertility  and  other  serious 
complications  of  chlamydia  infections  is  potentially  one 
of  the  most  successful  and  cost-effective  prevention 
opportunities  that  can  be  undertaken  for  American  women 
in  the  next  decade. 

Question.   What  evidence  do  you  have  that  states 
would  continue  to  fund  STD  prevention  in  a  performance 
partnership  grant  structure? 

Answer.   We  have  no  reason  to  believe  states  would 
significantly  relax  their  focus  on  STD  prevention  within 
the  proposed  partnership  grants  (PPGs) .   There  is  a  long 
history  of  providing  these  services  and  the  benefits  of 
preventing  STDs  are  significant  and  compelling.   However, 
states  will  be  given  some  flexibility  for  setting 
priorities  within  each  particular  PPG.   Unlike  the  block 
grants  of  the  eighties,  states  will  be  held  responsible 
for  meeting  agreed  upon  performance  objectives.   Baseline 
data  will  be  used  to  negotiate  desired  health  outcomes 
and  there  will  be  an  expectation  that  certain  levels  will 
be  maintained,  or  improved  under  PPG  agreements.   If 
states  fail  to  meet  agreed  upon  performance  objectives, 
CDC  will  become  a  more  active  partner  in  assuring  that 
those  goals  are  met  and  maintained. 
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Over  time,  we  expect  to  provide  financial  and  other 
support  to  help  states  maintain  effective  surveillance, 
screening,  epidemiologic  follow-up,  and  education 
programs  to  ensure  that  declining  trends  in  syphilis  and 
gonorrhea  are  maintained.   Also,  when  negotiating 
outcomes  with  states,  CDC  will  continue  to  bring  to  the 
table  the  importance  of  screening  women,  who  are  most 
often  asymptomatically  infected  for  chlamydia,  which 
results  in  severe  complications  including  PID,  life- 
threatening  ectopic  pregnancy,  and  infertility. 

Finally,  with  state  budgets  under  pressure,  we  expect 
states  to  see  the  financial  benefit  of  investing  up  front 
in  prevention  programs  that  work- -rather  than  paying  more 
costly  health  and  social  services  bills  in  the  long  run. 

AGENCY  FOR  HEALTH  CARE  POLICY  AND  RESEARCH 

Question.   The  President's  budget  calls  for  a  9% 
overall  increase  for  the  Agency  for  Health  Care  Policy 
and  Research,  but  the  budget  for  research  is  cut  by  $12 
million.   Why? 

Answer.   Funding  for  the  Medical  Expenditure  Panel 
Surveys  (MEPS)  is  the  Administration's  highest  priority. 
These  data  are  crucial  to  the  Administration  and  the 
Congress  in  developing  estimates  of  the  savings  or  cost 
associated  with  legislative  proposals,  the  impact  of 
managed  care,  and  will  be  essential  for  evaluating  the 
effectiveness  of  the  Kassebaum- Kennedy  health  insurance 
reform  bill,  if  it  is  enacted.   MEPS  data  are  also 
critical  to  the  work  of  the  private  sector  and  the 
research  community. 

Funding  for  MEPS  in  the  budget  request  increased  by 
almost  $30  million  between  FY  1996  and  FY  1997.   To 
support  MEPS  at  this  level,  some  combination  of  a 
reduction  to  ongoing  grants  and  contracts  and  defunding 
of  selected  projects  will  be  required.   In  response  to  a 
20%  decrease  to  our  FY  1996  appropriation,  AHCPR's 
research  portfolio  was  similarly  reduced  in  fiscal  years 
1995/1996  when  research  grants  sustained  a  15  percent 
reduction  to  full  cost  and  contracts  were  significantly 
reduced.   In  submitting  this  budget,  the  Administration 
prioritized  AHCPR  activities  in  light  of  the  fiscal 
realities  that  your  Committee  is  facing. 

Question.   Can  you  explain  the  reasons  for  the  large 
increase  for  the  Medical  Expenditures  Panel  Survey  in 
this  fiscal  year? 

Answer.   The  additional  funds  for  FY  1997  are 
required  to  support  the  following  enhanced  analytical 
features  of  the  MEPS  agreed  to  in  the  Department  of 
Health  and  Human  Services  (DHHS)  Survey  Integration  Plan: 
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•  The  data  collection  effort  for  the  1996  MEPS  sample 
has  been  expanded  to  collect  information  for  two 
calendar  years . 

•  The  overall  1997  MEPS  sample  will  be  larger  than  the 
1996  survey  to  support  more  detailed  analyses  of 
policy  relevant  groups  that  include  the  functionally 
impaired,  children  with  health  related  limitations, 
individuals  that  incur  high  levels  of  medical 
expenditures  and  the  poor  and  near  poor. 

•  The  1997  MEPS  survey  will  reflect  the  consolidation 
of  Employer  Health  Insurance  Surveys  sponsored  by 
DHHS,  including  the  National  Employer  Health 
Insurance  Survey,  which  will  also  be  conducted  in 
1997. 

Question.   It  is  my  understanding  that  the 
President's  budget  proposes  an  increase  of  $18  million 
for  the  Agency.   It  appears  that  a  $12  million  cut  in 
research  funding  is  necessary  to  fully  support  the 
Medical  Expenditures  Panel  Survey.   Do  you  think  the 
Medical  Expenditures  Panel  Survey  should  be  funded  at  the 
expense  of  AHCPR's  extramural  program? 

Answer.  Funding  for  the  MEPS  is  the  Administration's 
highest  priority.  The  MEPS  is  the  only  source  of  data  in 
the  United  States  on: 

•  The  costs,  financing,  and  benefit  provisions  of 
private  health  held  by  persons  and  families  across 
all  age  cohorts. 

•  Total  health  care  use  and  expenditures  at  the  person 
and  family  levels  for  an  entire  year. 

•  The  relationship  between  person  and  family 
employment,  employer -provided  insurance  coverage  and 
insurance  premiums . 

These  data  reflect  information  obtained  from 
households  on  the  use  of  and  expenditures  for  health 
services  during  the  calendar  year  and  from  those 
providing  medical  care,  employment,  and  insurance 
coverage  for  household  members.   No  other  survey  now  in 
the  field,  or  planned,  links  data  from  these  difference 
sources  at  the  person  and  family  level. 

AHCPR  will  reduce  some  combination  of  ongoing  grants 
and  contracts  and  defund  selected  projects  to  maintain 
the  integrity  and  vitality  of  the  research  portfolio 
during  FY  1997. 

Question.  Is  there  information  to  suggest  that  the 
data  generated  by  the  Medical  Expenditures  Panel  Survey 
is  more  valuable  or  important  than  information  gathered 
through  extramural  investigator- initiated  health? 
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Answer.   Informatiion  and  national  estimates  provided 
by  the  MEPS  are  unique  and  cannot  be  provided  through 
investigator- initiated  extramural  data  collection 
activities.   By  providing  national  estimates  on  health 
care  expenditures,  use  of  services,  and  insurance 
coverage  of  individuals  and  families,  the  MEPS 
complements  and  provides  a  basis  for  comparison  for 
studies  that  focus  on  health  care  use,  expenditures,  and 
insurance  coverage  in  specific  geographic  locales  or 
health  care  markets.   The  MEPS  has  served  as  a  basic  data 
source  for  a  variety  of  extramural  research  activities, 
including  studies  conducted  by  the  Congressional  Budget 
Office,  Office  of  Management  and  Budget,  Department  of 
the  Treasury,  Urban  Institute,  Rand  Corporation,  Heritage 
Foundation,  Lewin-VHI,  and   Project  Hope. 

As  with  its  predecessor  surveys  (the  1977  NMES  and 
1987  NMES) ,  the  MEPS  is  a  unique  and  basic  source  of 
detailed  information  on  health  care  expenditures,  use  of 
specific  health  services,  health  status,  and  health 
insurance  coverage  of  the  civilian,  noninstitutionalized 
United  States  population.   Its  purpose  is  to  provide 
timely  national  estimates  and  analyses  of  the  U.S. 
population's  access  to  and  use  of  health  care,  their 
expenditures  and  sources  of  payment  for  specific  health 
care  services,  the  cost,  breadth,  and  scope  of  private 
health  insurance  benefits  available  to  and  held  by 
individuals  and  their  families,  and  the  size  of  the 
population  that  is  uninsured  or  enrolled  in  public  health 
insurance  plans.   Because  the  MEPS  links  information  on 
the  demographic  characteristics,  employment,  economic  and 
health  status  of  households  with  their  expenditures  for 
health  care,  their  health  insurance  status,  and  their 
sources  of  health  insurance  coverage,  it  will  continue  to 
serve  as  the  basis  for  a  variety  of  information  generated 
by  investigator- initiated  extramural  research  projects 
relating  to  health  care  expenditures  and  insurance 
coverage . 


QUESTIONS  SUBMITTED  BY  SENATOR  MARK  HATFIELD 

NATIONAL  BIOETHICS  ADVISORY  COMMISSION 

Question.   Secretary  Shalala,  on  October  3,  1995, 
President  Clinton  issued  an  executive  order  to  establish 
the  National  Bioethics  Advisory  Commission  (NBAC) . 
Management  of  this  advisory  body  was  assigned  to  the 
Secretary  of  Health  and  Human  Services. 

The  NBAC  expires  two  years  from  the  date  of  this 
executive  order,  and  it  is  my  understanding  that  members 
of  the  board  have  not  yet  been  finalized.   Would  you  tell 
me  the  extent  to  which  your  agency  is  prepared  to  manage 
and  support  this  Commission  and  when  you  expect  the 
Commission  to  be  formally  established? 
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Answer.   The  appointment  of  the  members  of  the  NBAC 
is  imminent.   The  Department  is  prepared  to  provide  all 
necessary  management  and  support  services  the  moment  that 
the  NBAC's  membership  is  formally  established.   I  have 
delegated  this  responsibility  to  the  Director,  National 
Institutes  of  Health  (NIH) ,  and  he  has  directed  and 
authorized  the  Director  of  the  Office  for  Protection  from 
Research  Risks  to  prepare  for  the  beginning  of  the  NBAC 
and  to  provide  for  its  management  and  support.   Office 
space  has  been  established,  initial  support  staff  are  in 
place,  and  funds  sufficient  for  the  immediate  needs  of 
the  Commission  have  been  provided  by  the  NIH. 


QUESTIONS  SUBMITTED  BY  SENATOR  KITT  BOND 

ELEVATION  OF  REGIONAL  ADMINISTRATORS 

Madame  Secretary,  as  you  know,  the  Senate  has  already 
passed  two  welfare  reform  bills  that  would  place  primary 
responsibility  for  welfare  programs  with  the  governors 
and  state  government.   In  fact,  we  will  soon  be 
considering  yet  a  third  bill  which  follows  the  same 
general  approach  of  developing  authority  for  welfare 
programs  like  Aid  to  Families  with  Dependent  Children  to 
the  states.   In  fact,  in  a  recent  radio  address, 
President  Clinton  even  praised  and  indicated  his  strong 
support  for  the  Governors  for  their  leadership  in  this 
area. 

Question.   Given  all  of  that,  I  am  interested  in 
knowing  your  thinking  behind  elevating  five  of  the 
Regional  Administrators  for  Family  Support  from  GS-15's 
to  SES's.   It  would  seem  to  me  that  this  flies  right  in 
the  face  of  scaling  back  the  federal  role,  not  to  mention 
the  fact  that  it  increases  the  salary  costs  for  your 
agency. 

Answer.   In  restructuring  our  regional  offices  and 
creating  the  senior  executive  Hub  Director  positions,  we 
are  responding  to  the  need  to  pay  more  attention  and 
place  more  responsibility  at  the  field  level.   The  hub 
director  positions  in  the  Regional  offices  do  not  affect 
an  increase  in  the  total  number  of  SES  positions  in  ACF. 
In  fact,  the  number  of  SES  positions  has  decreased  from 
13  to  12  since  1992.   Instead,  we  are  moving  several  SES 
positions  from  Central  Office  to  the  Regional  Offices  in 
order  to  better  serve  our  customers.   The  regional 
offices  are  the  front  lines  where  our  partners  and 
customers  are  and  where  we  can  best  provide  technical 
assistance  and  assure  that  the  limited  dollars  available 
for  these  programs  are  spent  in  the  most  effective  way. 

The  Regional  Administrators  for  Children  and  Families 
are  responsible  for  field  operations  and  program  results 
for  most  of  the  60  programs  administered  by  the  Assistant 
Secretary  for  Children  and  Families.   AFDC,  a  primary 
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program  addressed  under  welfare  reform,  is  only  one  of 
these  programs.   Other  major  programs  for  which  these 
Regional  Administrators  are  responsible  include  critical 
efforts  to  enforce  child  support,  improve  child  welfare, 
foster  care  and  adoption  programs,  administer  Head  Start 
and  child  care  programs,  improve  self-sufficiency  of 
Native  Americans  and  persons  with  developmental 
disabilities,  and  promote  community  development. 

The  Hub  Director  positions  are  designed  as  senior 
executive  leadership  roles.   They  are  located  in  the 
regions  with  the  greatest  populations  of  our  customers. 
They  will  also  have  national  lead  roles  in  major  areas  of 
public  interest,  including  advancing  welfare  reform  and 
self-sufficiency,  administering  grants  that  protect  the 
safety  and  development  of  at-risk  children,  and  helping 
states  dramatically  increase  child  support  collections. 

PLANS  FOR  REGIONS 

Question.   I  am  also  interested  in  knowing  exactly 
what  is  going  to  be  changing  in  the  remaining  regions? 
It  appears  to  me  that  all  that  is  happening  here  is  the 
creation  of  yet  another  level  of  an  already  bloated 
federal  welfare  bureaucracy.   It  does  not  appear  from  the 
announcement  that  there  are  any  new  responsibilities  -- 
and  frankly,  given  my  earlier  comments  --  there  shouldn't 
be.   There  is  some  vague  reference  to  "Hubs".   But  that 
just  sounds  like  more  of  the  very  bureaucratic  gobbledy 
gook  that  we  are  trying  to  get  rid  of. 

Answer.   The  Hub  structure  will  not  create  a  new 
level  of  bureaucracy.   All  ten  regional  officials  will 
report  to  the  Assistant  Secretary  for  Children  and 
Families  through  the  Director  of  Regional  Operations. 
The  roles  of  the  Hub  Directors  are  designed  to  provide 
greater  federal  support  to  our  partners  in  the  geographic 
areas  with  by  far  the  greatest  Head  Start,  child  welfare, 
JOBS,  child  support,  AFDC,  and  other  caseload 
responsibility  and  dollar  expenditures.   We  also  are 
making  major  changes  in  our  organizational  culture  to 
reduce  bureaucracy  so  we  can  work  with  our  partners  in  a 
helping,  not  controlling,  mode. 

HUB  DIRECTOR  ANNOUNCEMENTS 

Question.   I  also  would  like  to  know  why  it  is  that 
if  there  are  going  to  be  five  of  these  so-called  "Hubs", 
the  job  posting  is  only  for  three  positions.   I  would 
certainly  hope  that  doesn't  signal  some  kind  of  politics 
or  pre -selection  is  going  on  here. 

Answer.   At  this  time,  there  are  four  announcements 
for  the  Hub  Director  jobs.   As  soon  as  one  additional 
executive  slot  is  allocated,  we  intend  to  post 
announcements  for  all  five  positions.   The  Administration 
for  Children  and  Families'  (ACF's)  executive  resource 
management  plan  is  designed  around  five  regional  SES 
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positions,  but  our  resources  are  limited  at  this  time. 
The  selections  will  be  made  on  a  very  competitive  basis. 
ACF  has  conducted  a  national  search  for  applicants, 
including  the  solicitation  of  candidates  from  States, 
localities,  and  national  organizations. 

Question.   Finally,  isn't  it  correct  that  the 
salary  for  a  GS-15,  the  current  grade  for  Regional 
Administrators  for  Family  Support,  is  somewhere  around 
$73,046?   This  job  announcement  states  that  the  salary 
range  for  these  five  new  SES's  will  be  "$99,673  - 
$123,000".   So  as  I  calculate  it,  that  means  you  are 
going  to  spend  as  much  as  $250,000  more  dollars  of 
taxpayer  money  for  jobs  with  no  new  responsibilities  and 
at  a  time  when  we  are  trying  to  reduce  the  size  of  the 
federal  government  and  specifically  get  the  federal 
government  out  of  the  welfare  business.   Not  only  does 
this  make  no  sense  to  me,  I  see  no  justification  for  it 
and  find  it  particularly  antagonistic  to  the  policy 
intent  of  this  body  as  made  clear  through  the  many 
hearings  we  have  held  on  welfare  this  session  and  the 
fact  that  we  have  passed  two  bills  and  are  about  to  pass 
a  third  to  give  the  States  primary  responsibility  for 
welfare. 

Frankly,  this  seems  like  just  one  more  example  of  a 
President  and  Administration  that  says  one  thing  to  the 
media  and  the  American  people  about  your  desire  to  reform 
welfare  but  continues  to  work  behind  the  scenes  to 
maintain,  and  in  this  case,  even  expand  the  federal 
welfare  bureaucracy.   It  seems  to  fit  perfectly  with  a 
President  who  says  he  wants  to  change  welfare  as  we  know 
it  and  then  vetoes  two  bills  that  would  have  done 
precisely  that.   Like  the  rest  of  America,  I  know  a 
welfare  fraud  when  I  see  one. 

Answer.   The  salary  ranges  are  accurate  for  the  SES 
slots.   However,  the  GS-15  salary  range  is  $73,486  to 
$95,531.   Across  Federal  agencies,  many  regional 
administrator  roles  are  graded  at  the  SES  level.   Rather 
than  create  ten  SES  slots,  we  chose  to  develop  the 
concept  of  the  five  Hubs.   The  Hub  concept  moves  our 
streamlining  process  forward  as  we  have  begun  gradually 
moving  resources  match  them  with  the  largest  workloads. 
The  Department  is  responsive  to  the  call  for  more 
efficient  and  effective  government,  and  we  feel  the  Hub 
concept  enables  us  to  create  a  stronger  and  more 
supportive  federal  role  in  the  field,  focus  on  customer 
and  partner  needs,  concentrate  our  resources  where  they 
can  generate  the  greatest  results,  and  fulfill  the 
legislative  and  national  mandates  for  which  the 
Department  is  responsible,  not  only  in  moving  people  off 
of  welfare  and  into  work,  but  in  ensuring  better 
integration  of  the  social  services  delivery  system  at  the 
State  and  local  level. 
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QUESTIONS  SUBMITTED  BY  SENATOR  TED  STEVENS 

SA^4HSA•S  DEMONSTRATION  DISCONTINUATIONS 

During  the  Conference  on  the  FY  1996  Labor/HHS 
Appropriations  bill,  funds  for  ongoing  demonstration 
projects  under  the  Substance  Abuse  and  Mental  Health 
Administration's  Centers  for  Substance  Abuse  Prevention 
and  Treatment  were  cut  severely.   Conferees  were  aware 
that  some  ongoing  projects  would  have  to  be  terminated. 
A  state-by-state  list  of  SAMHSA's  decisions  on  which 
projects  are  to  be  continued  and  which  are  to  be 
terminated  has  been  issued.   I  note  that  the  distribution 
of  funds  for  project  continuation  on  this  list  by  state 
appears  to  be  very  uneven.   For  example,  in  my  state  of 
Alaska,  almost  two- thirds  of -our  CSAT/CSAP  funds  are 
slated  for  termination,  while  California  will  lose  only 
about  20  percent  of  its  CSAT/CSAP  funds. 

Question.   What  specific  criteria  were  used  to 
determine  which  projects  were  continued  and  which  were 
terminated? 

Answer.   The  Department  decided  to  make  funding 
decisions  in  terms  of  whether  a  given  program  helps  move 
toward  the  goal  of  knowledge  development  and  application, 
as  outlined  in  SAMHSA's  fiscal  1996  and  1997  budget 
proposals.   The  report  of  the  House -Senate  conference 
committee  on  SAMHSA's  FY  1996  budget  stresses  the 
importance  of  focusing  SAMHSA  programs  on  a  new  knowledge 
development  and  application  approach,  as  well  as  the  need 
for  improved  dissemination  of  knowledge  gained  from  our 
programs . 

Accordingly,  SAMHSA  identified  "programs"  or 
"clusters"  of  similar  projects  within  programs.   Programs 
and  clusters  were  examined  in  terms  of  their  potential  to 
contribute  new  information  to  improve  services  based  on 
specific  criteria.   The  criteria  were  (1)  degree  to  which 
the  program  furthered  Center  and  agency  knowledge  goal ; 
(2)  program  success  or  potential  for  success;  (3)  overall 
portfolio  balance  of  programs  within  the  Center;  and  (4) 
resource  requirements. 

Regrettably,  these  decisions  came  late  in  the  fiscal 
year  because  a  final  appropriation  was  not  enacted  until 
April  26.   However,  SAMHSA's  decision  process  were 
program  based,  and  do  not  reflect  on  the  merit  or 
performance  of  individual  grants. 

PREGNANT  WOMEN  AND  CHILDREN  -  SAMHSA 

Question.   The  Conference  Report  on  H.R.  3019, 
noting  the  severe  cuts  in  CSAT/CSAP  funding,  directed 
SAMSHA  to  give  particular  attention  to  those  projects 
affecting-pregnant  women  and  children.   This  was  the  only 
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criterion  mentioned  by  Congress  for  these  ongoing 
projects.   Conferees  also  noted  that  SAMHSA  would  be 
funding  new  projects  aimed  at  their  "Knowledge 
Dissemination  Initiative".   Were  Congressional  guidelines 
regarding  priority  for  pregnant  women  and  children 
followed  by  SAMSHA  for  ongoing  CSAT/CSAP  project  funding 
continuation?   If  not,  why  not? 

Answer.   SAMHSA  has  followed  the  directive  of  the 
House/Senate  conferees  to  "give  full  consideration  to 
those  projects  which  impact  pregnant  woman  and  children" 
in  both  substance  abuse  treatment  and  prevention 
projects . 

The  Center  for  Substance  Abuse  Treatment  retained 
68%  of  its  Residential  Women's  and  Children's  grant 
projects.   If  all  of  the  Pregnant  and  Post  Partum  Women's 
and  residential  Women  and  Children's  projects  had  been 
continued  in  FY  1996,  essentially  the  entire  CSAT  grant 
portfolio  would  have  been  devoted  to  this  effort  instead 
of  the  58%  they  represented  in  1995. 

The  Center  for  Substance  Abuse  Prevention  (CSAP) 
also  gave  special  consideration  to  projects  serving 
pregnant  women  and  children.   They  made  the  decision  to 
retain  six  of  the  seventeen  projects  in  a  program  which 
was  scheduled  to  end  in  1996,  in  contrast  to  other 
discontinued  programs  which  would  have  continued  into 
1997  and  beyond.   CSAP  will  try  to  obtain  as  much 
information  as  possible  on  improving  services  for 
pregnant  women  by  the  continued  funding  of  the  six  grants 
which  are  part  of  the  cross -site  evaluation  study. 

Question.   Did  SAMSHA  use  the  same  criteria  for 
continued  funding  for  ongoing  projects  as  its  criteria 
for  new  projects  under  the  Knowledge  Dissemination 
Initiative? 

Answer.   Yes.   Each  Center  has  evaluated  each 
program  to  determine  its  potential  for  success  in  meeting 
the  goals  of  the  Knowledge  Development  and  Application 
approach  and  its  fit  in  balancing  the  grant  portfolio. 
As  Congress  directed,  the  focus  of  SAMHSA  programs  has 
shifted  from  the  provision  of  services  to  rigorous 
evaluation  of  demonstration  programs.   As  such,  the 
mission  and  direction  captured  in  Knowledge  Development 
and  Application  programs  represent  the  highest  priority 
areas  for  the  future  development  of  improved  service 
practices . 

QUESTIONS  SUBMITTED  BY  SENATOR  ROBERT  C.  BYRD 

APPALACHIAN  LABORATORY  FOR  OCCUPATIONAL  SAFETY  AND  HEALTH 

Question.   Please  provide  the  number  of  Full  Time 
Equivalents  for  the  Division  of  Safety  Research  and  the 
Division  of  Respiratory  Disease  Studies  at  this  facility 
in  FY  1996  and  the  number  projected  for  FY  1997. 
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Answer.   The  Divisions  you  ask  about  are  two  of  the 
three  that  comprise  the  Morgantown  laboratory. 

FY  96  -  Division  of  Safety  Research  (DSR)  =  99  FTEs 

FY  96  -  Division  of  Respiratory  Disease  Studies  (DRDS)  = 

140  FTEs 

FY  97  -  Division  of  Safety  Research  =  96  FTEs 

FY  97  -  Division  of  Respiratory  Disease  Studies  =133  FTEs 


Question.   Please  provide  the  funding  level  for  the 
above  mentioned  Divisions  in  FY  1996,  and  the  projected 
level  for  FY  1997. 

Answer.   The  Divisions  you  ask  about  are  two  of  the 
three  that  comprise  the  Morgantown  laboratory. 

FY  96  funding  level  for  DSR  =  $11,983,000 
FY  96  funding  level  for  DRDS  =$15,121,000 

Both  Divisions  are  projected  to  have  approximately 
level  funding  in  FY  96  and  FY  97. 


THE  NEW  OCCUPATIONAL  SAFETY  AND  HEALTH  LABORATORY 

Question.   Please  provide  the  number  of  Full  Time 
Equivalents  at  this  facility  in  FY  1994  and  FY  1995,  and 
the  projected  number  of  FTE  at  this  facility  for  FY  1996 
and  FY  1997. 

Answer.   The  Occupational  Safety  &  Health  Laboratory 

FTEs: 

1994  -  42       1996  -  144 

1995  -  60       1997  -  303 

Question.   What  is  the  timetable  for  bringing  the 
director  on  board  for  the  new  laboratory? 

Answer.   The  NIOSH  Director  is  in  the  process  of 
interviewing  the  final  three  candidates  at  this  time.   It 
is  anticipated  that  the  new  Director  will  be  hired  by 
Fall  1996. 

Question.   Please  furnish  the  funding  level  required 
for  staffing  and  research  for  FY  97  at  this  facility. 

Answer.   It  is  and  has  been  projected  that  it  will 
require  $36,000,000  for  staffing  and  operating  the 
facility  in  1997. 

Question.   When  will  the  new  laboratory  be  completed 
and  ready  for  occupancy? 

Answer.   The  facility  will  be  ready  for  occupancy  in 
the  Fall  of  1996. 
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Tel emedi cine 

Question.   West  Virginia  University  (WVU)  is 
conducting  a  demonstration  project  funded  by  the  Health 
Care  Financing  Administration  (HCFA)  regarding 
telemedicine  reimbursement.   In  the  fall  of  1994  WVU 
assisted  HCFA  in  the  development  of  a  waiver  of  federal 
Medicare  reimbursement  regulations  form  the  Office  of 
Management  and  Budget.   When  can  we  expect  that  this 
waiver  will  be  approved? 

Answer.   West  Virginia's  request  is  part  of  a  larger 
package  regarding  telemedicine  which  includes  several 
states.    My  staff  is  currently  reviewing  the  package  to 
ensure  it  is  complete  and  clear  before  sending  it  to  0MB. 
We  expect  to  release  it  to  0MB  in  the  near  future,  with 
implementation  in  the  fall. 


QUESTIONS  SUBMITTED  BY  SENATOR  ERNEST  ROLLINGS 

COMMUNITY  HEALTH  CENTERS 

Question.   The  Administration  has  led  the  fight  to 
expand  health  coverage  and  service  to  uninsured 
individuals,  but  it  has  never  requested  Community  Health 
Center  grant  funding  increases.   Meanwhile,  health  center 
funding  has  declined  relative  to  medical  inflation  and 
rising  numbers  of  uninsured  patients.   Also,  most 
existing  health  centers  have  not  seen  any  increase  in 
their  grants  in  the  past  5  years.   Does  the 
Administration  support  maintaining  and  expanding 
Community  Health  Centers  as  an  answer  for  uninsured  and 
underserved  populations? 

Answer.   The  Administration  is  highly  supportive  of 
the  community  health  center  program  and  its  efforts  to 
provide  preventive  and  primary  care  services  to  millions 
of  underserved  and  uninsured  patients.   Since  1993,  the 
community  health  center  program  has  supported  the 
establishment  of  145  new  service  delivery  sites, 
providing  services  to  an  additional  750,000  underserved 
and  uninsured  patients.   In  addition,  the  community 
health  center  program  has  awarded  planning  grant  funds  to 
an  additional  59  underserved  communities  to  support  their 
efforts  to  develop  a  primary  care  center. 

Overall,  through  our  current  Federal,  State  and 
community  partnership  approach,  a  national,  community- 
based  network  of  health  centers  (i.e.,  community  health 
centers,  migrant  health  centers,  health  care  for  the 
homeless  centers  and  health  services  for  residents  of 
public  housing  centers)  and  National  Health  Service  Corps 
(NHSC)  providers  has  been  established  in  over  3,000 
underserved  communities  across  the  country.   These 
organized  systems  of  care  provide  high  quality,  cost- 
effective,  accessible  and  affordable  preventive  and 
primary  health  care  services  for  over  10  million 
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medically  underserved  and  uninsured  patients,  including 
services  to  migrant  and  seasonal  farmworkers  and  their 
families,  homeless  adults  and  children,  and  residents  of 
public  housing  facilities.   According  to  the  Institute  of 
Medicine,  publicly  supported  clinics  are  the  primary 
source  of  care  for  the  poor  in  medically  underserved 
areas . 

The  Administration  remains  committed  to  the  efforts 
of  the  Health  Center  program  to  build  and  strengthen 
community -based  systems  of  health  care  across  our 
nation's  underserved  communities,  recognizing  that  the 
need  for  these  systems  has  only  increased. 

Question.   The  Administration  justifications  for 
requesting  level- funding  show  that  health  centers  are 
projected  to  lose  $20  million  in  revenue  from  Medicare 
and  Medicaid,  and  local  government  sources.   The 
justifications  show  this  exact  amount  --  $20  million  -- 
being  made  up  through  increased  3rd  party  and  patient 
charges.  Given  that  78  percent  of  health  center  patients 
are  either  un- insured  or  on  Medicaid,  how  will  this 
apparent  shift  of  $20  million  from  government  to  patients 
affect  patients? 

Answer.   Over  the  past  five  years.  Health  Centers 
have  experienced  significant  increases  in  revenues. 
These  increases  have  been  due  primarily  to  expansions  in 
Medicaid  eligibility  and  coverage,  as  well  as  the 
implementation  of  Federally  Qualified  Health  Center 
(FQHC)  reimbursement  which  increased  Medicaid  and 
Medicare  payments  to  near  reasonable  costs.   As  a  result 
of  these  and  other  Federal/State/local  revenues 
increases.  Health  Centers  were  able  to  serve  an 
additional  2  million  underserved  and  uninsured  patients 
during  this  period  of  time,  with  minimal  increases  in 
Federal  grant  support. 

However,  given  the  uncertainty,  as  well  as  the 
potential  for  rapid  changes  in  the  structure  and 
financing  of  the  Medicaid  and  Medicare  programs,  as  well 
as  the  potential  for  changes  in  the  funding  levels  of 
other  Federal/state/local  programs  supporting  services  to 
underserved  populations,  the  fiscal  year  (FY)  1997  budget 
reflects  a  flat  revenue  projection  for  Health  Centers 
anticipating  a  leveling  off  of  Medicaid  and  Medicare 
revenues,  as  well  as  moderate  increases  in  the  level  of 
patient  payments. 

Specifically,  while  it  is  anticipated  that  the 
number  of  Health  Center  patients  will  remain  the  same 
(i.e.,  approximately  8.1  million),  we  expect  that  the 
insurance  composition  of  these  patients  will  change  to 
reflect  the  larger  changes  talcing  place  in  the  health 
care  environment.   We  anticipate  that  the  number  of 
uninsured  patients  served  by  Health  Centers  will  increase 
relative  to  the  number  of  Medicaid  and  Medicare  patients. 
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Thus,  while  the  amount  of  Medicaid  and  Medicare 
revenues  will  increase  slightly,  this  level  of  increase 
when  compared  to  other  sources  of  revenue  will  result  in 
a  relative  decrease  in  these  sources.   In  particular,  we 
expect  that  the  level  of  patient  payments  will  increase 
slightly  in  FY  1997  due  to  increases  in  the  number  of 
uninsured  patients  served  by  Health  Centers. 

Overall,  the  $20  million  shift  in  FY  1997  revenues 
for  Health  Centers  reflects  our  assumptions  that  Health 
Center  patients  will  increasingly  see  their  public  and/or 
private  insurance  coverage  reduced  and/or  eliminated  -- 
forcing  Health  Centers  and  their  patients  to  absorb  the 
costs  of  this  loss  of  coverage.   In  FY  1998  and  beyond, 
we  expect  to  see  this  trend  accelerate,  placing 
increasing  pressure  on  our  health  centers  and  the 
patients  they  serve,  necessitating  an  increase  in  the 
amount  of  Health  Center  grant  support  to  avoid  the  risk 
of  reducing  the  number  of  underserved  and  uninsured 
people  served. 

Question.   It  is  my  understanding  that  existing 
health  centers  report  that  waiting  lists  of  uninsured 
patients  have  expanded  to  20  percent  of  current  patient 
enrollment,  or  about  2  million  people  and  that  this  trend 
is  expected  to  continue.   does  the  Administration  agree 
with  this  assessment?   Also,  it  is  my  understanding  that, 
in  constant  1996  dollars,  grant  funding  intended  to  cover 
uninsured  patients  has  declined  from  $800  million  to  $757 
million  over  the  past  5  years.   Does  the  Administration 
agree  with  these  figures?   If  so,  what  steps  does  the 
Administration  expect  to  take  to  address  this  problem? 

Answer.   The  number  of  uninsured  persons  has  been 
growing  steadily  and  is  projected  to  expand  at  an  even 
greater  rate.   Nationally,  the  uninsured  increased  by  15 
percent  between  1990  and  1994.   To  illustrate  the 
disproportionate  impact  on  the  disadvantaged,  the  number 
of  uninsured  persons  in  HRSA- supported  health  centers  has 
increased  by  29  percent  during  the  same  time  period. 
Analysis  conducted  for  HRSA  by  the  Lewin  Group  indicates 
that  by  the  year  2002  the  number  of  uninsured  will 
increase  to  45.9  million  people  under  current  law,  and  up 
to  52.7  million  people  under  the  Congressional  Medicaid 
proposal.   Others  have  estimated  even  higher  growth. 

In  terms  of  constant  grant  dollars,  these  funds  have 
remained  relatively  flat  for  the  past  five  years. 
However,  due  to  increases  in  Medicaid  and  Medicare 
revenues,  health  centers  have  been  able  to  serve  an 
increasing  number  of  patients,  insured  as  well  as 
uninsured.   However,  as  attempts  are  made  to  limit  the 
growth  and/or  scope  of  Medicaid  and  Medicare,  we  expect 
to  see  decreases  in  the  health  centers'  ability  to  serve 
the  uninsured. 

In  response,  we  are  working  with  our  health  centers. 
State  Medicaid  agencies  and  HCFA  to  assure  continued 
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health  center  participation  in  the  Medicaid  and  Medicare 
managed  care  programs.  We  are  also  working  to  leverage 
funds  from  other  Federal  programs  (e.g.,  the  President's 
Empowerment  Zone/Enterprise  Community  initiative) ,  State 
programs,  local  and/or  private  sources  of  funding  to 
support  health  center  development  and  operations. 

Question.   Finally,  it  is  my  understanding  that  900 
currently  unserved  communities  have  applied  for  health 
center  funding  and  have  been  certified  as  meeting  the 
requirements  for  funding  over  the  past  five  years,  but 
that  only  225  have  been  funded.   Are  these  figures 
correct? 

Answer.   Over  the  last  five  years,  the  Bureau  of 
Primary  Health  Care  (BPHC)  has  received  a  total  of  898 
applications  for  C/MHC  New  Start/  Expansion  awards.   Upon 
receipt  of  the  applications,  the  applications  are 
reviewed  by  Objective  Review  Committees  and  scored 
according  to  the  level  of  need  in  the  community  and  the 
proposed  service  delivery  plan. 

After  review  of  the  application  scores  to  ensure 
accuracy,  applications  are  rank  ordered  according  to 
their  overall  score.   To  assure  a  balance  between  rural 
and  urban  communities  selected  for  funding,  the  highest 
scoring  applications  in  each  category  are  awarded  C/MHC 
funds.   Within  the  funding  increases  over  the  past  five 
years,  the  BPHC  has  been  able  to  award  C/MHC  New 
Start/Expansion  funds  to  223  underserved  communities. 


QUESTIONS  SUBMITTED  BY  SENATOR  DALE  BUMPERS 

CDC'S  BREAST  AND  CERVICAL  CANCER  PROGRAM 

Question.   The  CDC  Breast  and  Cervical  Cancer 
Prevention  Program  has  expanded  over  the  past  several 
/ears.   State  public  health  officials  in  Arkansas  tell  me 
that  the  program  has  made  a  significant  improvement  in 
their  ability  to  reach  high  risk  women  early  enough  to 
prevent  serious  disease  and  death.   How  many  states  now 
fiave  fully- funded  implementation  grants? 

Answer.   Thirty- five  states  and  nine  American  Indian 
tribal  organizations  are  funded  to  implement  a 
::omprehensive  program  for  early  detection.  Fifteen 
states,  three  territories  and  the  District  of  Columbia 
are  funded  as  capacity-building  programs  to  prepare  to 
implement  comprehensive  programs  for  early  detection. 

Question.   I  understand  that  the  House  may  propose 
an  increase  from  current  funding  of  $124  million  to  $200 
million  in  1997.  How  would  the  Department  use  those 
additional  funds? 

Answer.   With  funding  of  $124  million  for  FY  1996, 
CDC  hopes  to  begin  implementing  screening  programs  in  all 
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50  states  and  nine  /Utierican  Indian  tribal  organizations. 
At  this  level,  approximately  500-600  thousands  screening 
will  be  provided  annually.  Through  September  1995, 
nearly  800,000  screenings  have  been  provided  through  the 
national  programs.  CDC  also  supports  partnerships  with  12 
national  organizations,  to  supplement  the  efforts  of 
State  programs  and  increase  education,  outreach,  and 
access  to  screening  services  for  underserved  women.  With 
a  funding  level  of  $200  million,  CDC  will  continue  to 
expand  public  health  infrastructure  for  breast  and 
cervical  cancer  early  detection,  supporting  comprehensive 
programs  nationwide.   At  this  level,  approximately  800 
thousand  to  1  million  screenings  will  be  provided 
annually. 

Question.   What  services  and  activities  could  be 
expanded? 

Answer.   A  national  early  detection  program  requires 
a  comprehensive  approach  that  extends  beyond  screening 
subsidies.  Public  and  provider  education,  quality 
assurance,  surveillance,  and  evaluation  are  essential 
elements  if  cancer  mortality  prevention  programs  are  to 
work.  With  additional  resources,  CDC  will  continue  to 
build  these  key  elements  in  collaboration  with  its 
governmental,  professional  and  voluntary  partners  and 
will  extend  and  expand  support  for  early  detection 
capability.   An  estimated  300,000  additional  screening 
for  low- income  women  would  be  provided. 

IMPACT  OF  HEAD  START  INCREASES 

Question.   I  am  interested  in  why  the  dramatic 
increases  in  spending  for  Head  Start  have  not  yielded 
parallel  increases  in  the  number  of  children  served. 
Since  FY  1992  we  have  increased  Head  Start  spending  from 
$2.2  billion  to  $3.6  billion  in  1996.   At  the  same  time, 
the  percentage  of  eligible  children  served  has  grown  at  a 
very  slow  pace.   For  example,  in  1992  Head  Start  served 
30%  of  eligible  children  at  a  cost  of  $2.2  billion.   In 
1995,  with  a  budget  of  $3.5  billion  --  a  70%  increase  in 
funding  --  Head  Start  was  serving  only  35%  of  eligible 
children.   I  realize  that  some  portion  of  new  funds  has 
been  devoted  to  quality  improvements  and  to  expanding 
from  half -day  to  full -day  schedules.   But  the  number  of 
eligible  children  has  not  changed  since  1992,  and  we  have 
hardly  made  a  dent  in  increasing  enrollment,  even  though 
spending  has  grown  by  70%.   Can  you  provide  the  committee 
with  a  breakdown  of  how  new  funds  have  been  used  from 
1992  to  1995?   For  instance,  how  much  has  been  spent  on 
increased  enrollment,  on  quality  improvements,  on 
increases  in  teacher  salaries,  on  expanding  schedules? 

Answer.   In  FY  1991,  Head  Start's  appropriation  was 
$1,952,000,000  and  583,471  children  and  families  were 
served  by  the  program.   From  FY  1992  to  FY  1995  the 
program's  funding  level  increased  by  $1,582,000,000  and 
enrollment  increased  by  167,000  children. 
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The  $1,582,000,000  funding  increase  was  used  as  follows 
to: 

award  grantees  cost-of-living  increases      $289  million 

improve  program  quality  $490  million 

increase  enrollment  $689  million 

extend  program  services  (more  hours  per  day  $  57  million 
or  days  per  year) 

improve  training  and  technical  assistance    $  32  million 

enhance  research,  demonstration,  evaluation  $  25  million 
and  transition  activities 

The  funds  allocated  for  the  purposes  of  maintaining 
and  improving  quality  were  intended  to  help  remedy 
quality  problems  which  existed  at  many  Head  Start 
grantees.   Most  Head  Start  grantees  in  the  late  1980s  and 
early  1990s  saw  large  enrollment  increases,  but 
relatively  small  increases  directed  to  maintaining  or 
improving  quality.   This  often  resulted  in  a  situation 
where  grantees  did  not  have  the  necessary  resources  to 
assure  that  they  could  provide  all  of  their  enrolled 
children  and  families  with  high  quality  Head  Start 
services . 

Much  of  the  increase  in  funding  which  was  allocated 
to  program  quality  was  for  staff  salaries  and  fringe 
benefits.   These  funds  were  used  to  allow  grantees  to 
hire  needed  staff,  such  as  family  workers,  and  to 
increase  the  often  very  low  salaries  and  fringe  benefits 
available  to  Head  Start  employees  in  order  to  enable 
grantees  to  attract  and  retain  quality  staff.   Head  Start 
teachers,  for  example,  have  seen  their  average  salary 
increase  from  a  little  more  than  $14,000  in  FY  1992  to 
approximately  $16,700  in  FY  1996.   Other  areas  in  which 
quality  funds  have  been  used  in  recent  years  included 
improving  the  quality  of  Head  Start  facilities, 
purchasing  of  additional  classroom  supplies,  and 
replacing  old,  high  mileage  vehicles. 

Now  that  the  investments  have  resulted  in  improved 
Head  Start  quality,  there  is  renewed  focus  on  serving 
more  eligible  children.   Both  FY  1996  and  FY  1997  budget 
requests  have  sought  to  add  significant  numbers  of 
children  to  the  Head  Start  rolls,  and  continue  to  support 
quality  improvements  at  the  statutorily  mandated  25 
percent.   The  FY  1997  budget  proposes  to  add  40,000 
children  in  order  to  serve  nearly  800,000  children  in  FY 
1997. 

In  FY  1991,  there  were  an  estimated  1.8  million  low- 
income  three  or  four  year  old  children  eligible  for  Head 
Start,  of  whom  an  estimated  32  percent  were  being  served. 
In  FY  1996,  there  are  an  estimated  2  million  eligible 
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three  or  four  year  old  children,  of  whom  approximately  37 
percent  are  being  served. 

AREA  HEALTH  EDUCATION  CENTERS 

Question.   Your  appropriations  request  calls  for  a 
reduction  in  funding  for  Area  Health  Education  Centers 
(from  $81  million  to  $64  million)  along  with  a 
consolidation  of  AHEC  and  other  professional  training 
activities.   AHECs  have  been  a  real  success  story  in 
Arkansas  and  other  rural  states  with  large  underserved 
populations.   What  effect  will  the  funding  cut  and  the 
consolidation  have  on  our  ability  to  serve  these  rural 
populations? 

Answer.   The  FY  1997  Administration's  request  of 
$35  million  is  a  reduction  of  $11  million  from  the  FY 
1996  Appropriation  of  $46  million  for  the  Enhanced  Area 
Health  Education  Centers  Cluster.   The  total  request  of 
$35  million  in  FY  1997  would  meet  continuation  awards 
obligations  for  current  grantees  and  may  support  a  few 
new  starts  under  the  Academic -Community  Partnerships 
(ACPs)  Initiative.   The  AHEC  concept  of  linking  academic 
and  community  resources  to  address  multidisciplinary 
training  needs  of  States  overall  and  underserved  rural 
communities,  in  particular,  would  be  maintained.  No 
existing  program  activities  incorporated  within  this 
cluster  will  be  eliminated. 

The  focus  of  the  Enhanced  Area  Health  Education 
Centers  Cluster  is  the  development  of  ACPs  targeting 
health  professions  training  to  specific  State  and  local 
community  health  care  needs.   The  ACPs  will  include 
representation  from  academic  institutions,  related  State 
offices  of  education  and  accreditation,  State/local 
governmental  health  agencies,  health  care  providers  with 
an  emphasis  on  managed  care  organizations,  employers, 
corporations,  and  consumer  groups,  among  others.   The 
ACPs  move  the  locus  of  control  for  planning  and 
implementation  to  the  community  level  enabling  a  more 
appropriate  match  of  funding  to  need,  i.e.,  issues 
related  to  the  diversity  and  distribution  of  health  care 
professionals,  meeting  special  rural,  age-related  and 
culturally- specif ic  health  care  needs  can  more  accurately 
be  addressed.   The  ACPs  Initiative  would  be  introduced 
with  a  few  planning  stage  grants  in  FY  1997. 

In  addition  to  the  Enhanced  Area  Health  Education 
Centers  Cluster,  separate  medicine  and  nursing  clusters 
are  proposed  in  order  to  meet  the  urgent  demands  placed 
by  the  health  market  place  reform  movement  on  the  need 
for  community -based  training  for  primary  care  health 
professionals.   In  the  aggregate,  these   clusters  will 
serve  rural  states  with  large  underserved  populations 
very  well. 
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CDC'S  GLOBAL  POLIO  ERADICATION 

I  want  to  commend  the  administration  for  requesting 
an  increase  in  funding  for  global  polio  eradication.   I 
have  been  a  long-time  supporter  of  this  effort  and  I  am 
convinced  that  with  adequate  resources  we  will  be  able  to 
eradicate  the  disease  by  the  year  2000. 

Question.  How  would  an  increase  of  $20  million  for 
the  program  affect  our  progress? 

Answer.   The  increase  of  $20  million  will  help  CDC 
and  its  partners  reach  the  year  2000  eradication  goal  by 
purchasing  additional  oral  polio  vaccine,  and  supporting 
the  operational  costs  of  National  Immunization  Days- -the 
mass  vaccination  of  children  with  polio  vaccine.   These 
funds  will  also  allow  CDC  to  provide  much  needed 
epidemiologic,  laboratory,  and  programmatic  assistance  to 
the  WHO  for  polio  eradication. 

The  resources  CDC  contributes,  however,  are  only  a 
portion  of  what  is  needed  to  eradicate  polio.   WHO 
estimates  that  $120  million  annually  is  needed  until 
eradication  is  achieved  to  purchase  vaccine  for  National 
Immunization  Days,  technical  support,  and  development  of 
a  global  polio  laboratory  network.   A  total  of  $80 
million  will  most  likely  be  contributed  from  the 
following  partners  in  1996:  $27  million  from  CDC,  $20 
million  from  USAID,  $15  million  from  Rotary 
International,  $10  million  from  Japan,  $3  million  from 
UNICEF,$2  million  from  Australia,  and  $3  million  from 
other  donors.   Although  the  international  contributions 
are  substantial,  polio-endemic  countries  are  expected  to 
pay  between  50-90  percent  of  the  costs  of  eradication 
through  the  use  of  internal  resources  and  funds. 

Question.  Where  will  the  CDC  and  its  collaborators 
in  the  world  health  community  direct  these  resources  and 
how  will  they  be  used? 

Answer.   These  resources  will  be  used  in  polio- 
endemic  countries,  nearly  all  of  which  are  in  Africa  and 
Asia.   Particular  emphasis  will  be  placed  on  providing 
resources  to  the  Indian  sub-continent  and  countries  of 
sub-Saharan  Africa.   About  60  percent  of  all  CDC  funds 
are  expected  to  be  used  to  provide  polio  vaccine  for 
national  immunization  days  to  eradicate  polio  in  these 
countries.   The  remainder  of  the  funds  will  be  used  to 
provide  epidemiologic,  laboratory,  and  programmatic 
support  to  the  World  Health  Organization,  the  United 
Nations  Children's  Fund,  and  polio-endemic  countries. 

ALCOHOL  AND  SUBSTANCE  ABUSE  TREATMENT 

Question.   The  President  recently  signed  the  debt 
ceiling  increase  bill  that  included  a  provision  that  will 
deny  SSI  and  disability  insurance  benefits  to  individuals 
whose  addiction  or  alcoholism  is  a  contributing  factor  to 
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their  disability.   I  assume  that  without  such  entitlement 
benefits,  there  will  be  increased  pressure  on  alcohol  and 
substance  abuse  programs  funded  with  discretionary- 
monies.   Do  you  anticipate  a  significant  increase  in 
demand,  and,  if  so,  will  the  amount  requested  in  the 
administration's  budget  be  sufficient  to  absorb  it? 

Answer.   In  recognition  of  the  effects  of  the  denial 
of  SSI  benefits.  Congress  provided  an  additional  $50 
million  in  FY  1997  (and  FY  1998)  for  SAMHSA- funded 
substance  abuse  treatment.   However,  the  House 
appropriators  have  used  this  as  a  justification  for 
reducing  appropriations  for  this  purpose  by  $50  million, 
rendering  the  intent  of  the  additional  support  moot. 

The  Administration  requested  an  increase  of  $37.8 
million  in  appropriations  in  FY  1997  for  the  Substance 
Abuse  Performance  Partnership  along  with  the  additional 
$50  million  in  funding.   We  urge  the  Congress  to  support 
this  level  of  funding  to  better  address  substance  abuse 
treatment  needs. 


QUESTIONS  SUBMITTED  BY  SENATOR  HERB  KOHL 

SOCIAL  DEVELOPMENT  COMMISSION 

Question.  Some  in  Wisconsin  are  calling  to  dissolve 
Milwaukee's  Social  Development  Commission,  which  is  a 
community  action  agency.   Others  believe  significant 
restructuring  of  this  agency  is  necessary,  but  believe 
Federal  regulations  may  impede  comprehensive 
restructuring.   Can  you  help  me  identify  what  Federal 
regulations  would  affect  the  restructuring  of  such  a 
community  action  agency? 

Answer.   There  are  no  Federal  regulations  which 
govern  the  restructuring  of  a  community  action  agency. 
However,  Public  Law  97-35,  as  amended.  Sections  673,  and 
675(c) (3),  the  Community  Services  Block  Act,  contain 
legislative  requirements  which  must  be  addressed  by 
community  action  agencies  when  restructuring.   Namely, 

(1)  an  area  served  by  an  existing  community  action  agency 
(eligible  entity)  is  not  eligible  to  be  a  new  community 
action  agency  unless  the  area  ceases  to  be  served,  and 

(2)  public  community  action  agencies  must  have  a  board  of 
which  at  least  one -third  of  the  members  are  persons 
chosen  in  accordance  with  a  democratic  procedure  adequate 
to  assure  that  they  are  representative  of  the  poor  in  the 
area  served  or  the  State  can  specify  another  mechanism  to 
assure  low- income  citizen  participation  in  the  planning, 
administration,  and  evaluation  of  CSBG  funded  projects. 

Healthy  Start 

I  have  a  few  questions  on  the  Healthy  Start 
initiative,  the  important  project  meant  to  combat  the 
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high  incidence  of  infant  mortality  plaguing  certain  areas 
of  the  country. 

As  you  know,  the  Milwaukee  Healthy  Women  and  Infants 
project  was  one  of  the  original  sites  approved  by  HHS  in 
1991.   However,  it  took  until  1994  to  get  the  funding 
needed  to  start  the  Milwaukee  project. 

The  Milwaukee  project  has  made  great  strides  in 
fighting  infant  mortality  through  community  outreach  and 
coordination  of  providers.   But  I  believe  more  needs  to 
been  done  to  get  a  comprehensive  evaluation  so  we  can 
learn  from  its  experiences. 

Question.   Do  you  believe  that  the  Healthy  Start 
program  has  been  a  worthwhile  investment? 

Answer.   The  Healthy  Start  program  has  been  a  very 
worthwhile  investment.   The  Healthy  Start  projects  have 
reported  many  successes  in  increasing  early  entry  into 
and  receiving  adequate  prenatal  care  by  women  in  the 
Healthy  Start  project  area,  thereby  not  only  decreasing 
the  infant  mortality  rate  but  also  the  risks  of  low  or 
very  low  birth  weight  infants,  neonatal  intensive  care, 
and  the  concomitant  extraordinary  health  care  associated 
costs  therewith.   Follow-up  infant  and  postpartum  care 
has  increased,  cigarette  and  drug  use  has  decreased, 
access  to  services  increased,  service  hours  expanded  and 
more  user  friendly,  providers  increased  and  services  have 
been  integrated,  often  through  one- step  centers  of 
services  thereby  promoting  needed  services  being  secured. 
Projects  have  provided  employment  opportunities  to 
residents,  and  new  businesses  have  been  developed  or 
expanded  in  the  project  area. 

The  critical  assets  resulting  from  this  taxpayers' 
investment  are  the  successful  strategies  and  models 
developed  and  employed  to  achieve  the  favorable  results. 
These  are  now  available  for  replication  by  other 
communities  and  the  adaptation  to  address  their  unique 
situation.   Indeed,  we  believe  not  only  that  the  Healthy 
Start  program  have  been  a  worthwhile  investment  but  will 
continue  to  reap  rewards  for  the  Nation  for  the  years  and 
infants  to  come. 

Question.   Your  budget  sets  aside  funding  for  the  15 
originally  funded  sites  to  carry  out  activities  and 
become  resource  centers,  but  is  silent  on  the  projects 
funded  late,  including  Milwaukee.   Shouldn't  Milwaukee 
have  the  opportunity  to  serve  as  a  resource  center? 

Answer.   All  currently  funded  Healthy  Start  projects 
will  have  the  opportunity  to  apply  for  funding  as  one  of 
the  Hfealthy  Start  Resource  Centers. 

Question.   Can  their  lessons  learned  and  successes  in 
community  integration  be  applied  to  other  communities? 
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Answer.   The  experiences  in  implementing  strategies 
and  models  to  achieve  the  Healthy  Start  project 
objectives  provide  valuable  insight  into  the  "do's  and 
don'ts"  to  promote  reductions  in  infant  mortality  and  low 
birth  weight  infants.   The  successes  in  community 
empowerment  and  integration  of  players  in  the  formulation 
and  implementation  of  plans  of  action  will  promote  more 
rapid  commencement  of  activities  by  other  communities 


ACCESS  TO  HEALTH  CARE  FOR  WELFARE  RECIPIENTS 

This  question  relates  to  the  role  of  public  health 
clinics  under  a  reformed  welfare  system. 

Public  health  clinics  often  maintain  limited  hours  of 
operation  during  the  day,  typically  only  on  weekdays  from 
9  A.M.  to  4  P.M.  Under  welfare  reform  --  whether  it's 
state  or  federal  --  Medicaid  arrangements  could  be 
altered  and  mandatory  work  requirements  mean  that 
mother's  will  be  out  of  the  home  during  the  day,  when 
health  clinics  are  open. 

Question.   Do  you  agree  that  this  combination  could 
present  a  serious  health  care  access  problem  for 
children? 

It  is  essential  that  providers  of  care  to  the 
underserved  maintain  hours  of  operation  that  are 
responsive  to  the  needs  of  their  patients.   By  Public 
Health  Service  Section  330  statute,  health  centers  must 
assure  that  "primary  health  services  will  be  available 
and  accessible  in  the  center's  catchment  area  promptly, 
as  appropriate,  and  in  a  manner  which  assures 
continuity" . 

Under  current  Community /Migrant  (C/MHC)  Health  Center 
Program  Expectations,  "C/MHC (s)  must  provide  services  at 
times  and  in  a  format  that  assures  accessibility  for  the 
population  to  be  served.   The  hours  of  operation  of  the 
center  should  meet  the  needs  of  the  majority  of  potential 
users  and  include  the  scheduling  of  early  morning, 
evening  or  week-end  hours  each  week.   MHCs  should  be 
responsive  to  the  unique  access  problems  faced  by  migrant 
farmworkers . " 

The  assurance  of  affordable,  available  and  accessible 
preventive  and  primary  care  services  has  been  and  will 
remain  critical  to  the  success  of  the  health  center 
program. 

Question.   If  public  health  clinics  were  required  to 
have  flexible  hours,  say  a  few  evening  hours  during  the 
week,  would  welfare  recipients  and  others  have  better 
access  to  preventive  health  care? 

Based  on  the  current  health  center  experience,  we 
have  seen  that  the  availability  of  flexible  hours  has 
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helped  to  assure  the  accessibility  of  primary  and 
preventive  health  services  for  thousands  of  underserved 
people  in  communities  served  by  health  centers.   We  also 
know  that  accessible  preventive  and  primary  care, 
delivered  in  a  community  based  setting  by  a  team  of 
health  professionals  with  the  case  management  and  support 
services  that  get  people  into  the  system  early  and  help 
them  use  services  effectively,  reduces  hospitalization, 
saves  up  to  a  third  of  total  annual  Medicaid  costs  for 
the  beneficiaries  who  are  health  center  patients,  and 
helps  prevent  much  more  expensive  chronic  disease  and 
disability.   In  fact,  studies  have  found  that  compared  to 
similar  patients  that  do  not  use  health  centers,  center 
patients  have  (1)  lower  hospital  admission  rates,  (2) 
shorter  hospital  lengths  of  stay,  (3)  lower  total  annual 
Medicaid  costs,  and  (4)  lower  infant  mortality  rates. 

Question.   Would  such  a  requirement  be  feasible? 

Under  current  Community /Migrant  (C/MHC)  Health  Center 
Program  Expectations,  "C/MHC(s)  must  provide  services  at 
times  and  in  a  format  that  assures  accessibility  for  the 
population  to  be  served.   The  hours  of  operation  of  the 
center  should  meet  the  needs  of  the  majority  of  potential 
users  and  include  the  scheduling  of  early  morning, 
evening  or  week-end  hours  each  week."   Since  C/MHCs 
currently  operate  under  such  a  requirement,  it  appears 
feasible  that  other  providers  to  the  underserved  could 
also  operate  under  such  a  "flexible  hours"  requirement. 

MANAGED  CARE 

As  you  know,  the  Adjusted  Average  Per  Capita  Cost 
(AAPCC)  is  the  payment  formula  for  managed  care  plans 
under  Medicare.   In  Wisconsin,  the  formula  is  so  out  of 
wack,  only  one  managed  care  plan  currently  offers  a 
Medicare  risk  contract. 

Because  Wisconsin  has  been  successful  in  holding  down 
health  costs  and  unnecessary  utilization,  the  formula  for 
the  state  is  very  low.   For  example,  last  year  the 
average  payment  rate  for  Wisconsin  was  $276  per  person, 
per  month,  while  in  New  Jersey  it  was  $440  per  person, 
per  month.   The  national  average  was  $400. 

In  effect,  Wisconsin  resident's  are  currently 
subsidizing  managed  care  companies  and  senior's  who 
benefit  from  unreasonably  high  Medicare  payments  in  other 
areas  of  the  country.   This  issue  is  particularly 
critical  for  Medicare  reform  to  succeed  in  rural  areas. 

Question.   Do  you  agree  that  the  formula  is  currently 
inequitable? 

Answer.   A  statutory  reimbursement  methodology,  which 
is  based  on  f ee- for-service  utilization  and  costs, 
determines  Medicare's  payments  to  managed  care  plans. 
Since  there  is  currently  wide  variation  in  fee- for- 
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service  costs  there  is  also  wide  variation  in  Medicare's 
capitation  payments  to  managed  care  plans.   By  basing 
plan  payments  on  a  blended  rate  of  the  local  and  national 
rate  and  a  minimum  payment  amount  as  proposed  by  the 
Administration,  geographic  variation  in  payment  would  be 
reduced.   Rates  in  lower  payment  areas  would  increase 
(e.g.,  rural  areas)  while  rates  in  higher  payment  areas 
would  receive  smaller  updates  than  under  current  law. 

Below  is  a  complete  description  of  the  methodology 
for  determining  payments  to  managed  care  plans  under  the 
Administration's  proposal. 

•  Under  the  Administration's  proposal,  Medicare's 
payments  to  plans  would  equal  the  greater  of   three 
amounts  --  (1)  a  blended  rate  of  an  area-specific 
rate  and  national  rate,  (2)  a  minimum  payment 
amount;  or  (3)  minimum  percent  increase. 

►The  blended  payment  would  equal  90%  area- specif ic 
rate  and  10%  national  rate  in  1997  and  by  2002  would 
equal  70%  area- specif ic  rate  and  30%  national  rate. 
Blended  payment  rates  would  be  adjusted  to  ensure 
that  total  blended  rate  payments  would  not  be  greater 
than  what  payments  would  have  been  if  payments  were 
based  on  100%  of   the  area-specific  rate  (e.g., 
unblended) . 

►In  1997,  the  minimum  payment  amount  would  equal  the 
lessor  of  $3900  ($325  per  month)  or  150  percent  of 
the  annual  rate  for  1996.   In  subsequent  years,  the 
respective  amount  would  be  increased  by  the  estimated 
growth  rate  in  Medicare  per  capita  spending. 

►In  1997  and  1998,  the  minimum  percent  increase 
amount  would  equal  the  annual  payment  rate  for  1996. 
In  1999  and  subsequent  years,  amount  would  equal  the 
previous  year's  rate  increased  by  2  percent. 

•  Payment  amounts  (e.g.,  minimum  payment  amount,  area- 
specific  amount,  national  rate)  would  be  increased 
based  on  projections  of  the  Medicare  per  capita 
growth  rate. 

The  updates  to  plan  payments  should  be  linked  to  the 
Medicare  benefit  package  rather  than  to  arbitrary 
budget  targets  as  proposed  in  the  Conference 
Agreement.   Fixed  updates  established  in  statute 
could  be  inadequate  and  would  not  respond  to  changing 
circumstances  in  the  health  care  market  (e.g.,  higher 
than  expected  health  care  inflation).   If  Medicare's 
capitation  payments  to  plans  were  insufficient  to 
provide  the  Medicare  benefit  package  and  limits  are 
removed  on  premiums  (as  is  proposed  in  the  Conference 
Agreement) ,  enrollees  would  receive  fewer  or  no 
additional  benefits  or  face  stiff  premiums  for 
Medicare  benefits  as  plans  seek  to  replace  lost 
revenues.   Establishing  update  factors  based  on  the 
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projections  of  growth  in  Medicare  per  capita  spending 
would  address  this  problem. 

•   Payments  for  IME,  GME,  and  DSH  would  be  removed  from 
the  area-specific  rate  over  a  two-year  period.   In 
1997,  4il  percent  of  the  IME,  GME  and  DSH  payments 
would  be  removed  from  the  area- specific  rate  and  100 
percent  in  1998.   The  removal  of  IME,  GME  and  DSH 
over  a  two-year  period  and  the  minimum  percent  update 
provision  would  ensure  that  plans  in  payment  areas 
with  significant  IME/GME/DSH  payments  (i.e.,  areas 
with  larger  numbers  of  teaching  hospitals)  would  not 
experience  declines  in  capitation  rates. 

Payments  for  IME,  GME  and  DSH  were  established  to 
reimburse  hospitals  for  the  higher  costs  related  to 
graduate  medical  education  and  for  uncompensated  care 
provided  to  low  income  patients.   Managed  care  plans, 
in  their  payments  to  hospitals,  generally  do  not 
recognize  the  higher  costs  associated  with  medical 
training  or  uncompensated  care.  To  ensure  that 
hospitals  engaged  in  medical  education  activities  or 
in  serving  low  income  patients  received  the  payments 
intended  under  the  law,  these  amounts  should  be 
removed  from  plan  payments  and  distributed  to 
directly  to  hospitals. 

Question.   This  issue  should  be  addressed  in  the 
context  of  Medicare  reform,  but  passage  of  a  bipartisan 
Medicare  plan  this  year  is  in  doubt.   At  the  very  least, 

I  strongly  believe  we  should  fix  the  Medicare  formula 
this  year.   Will  you  work  with  me  on  getting  this  done? 

Answer.   We  would  be  happy  to  work  with  you  and  other 
Members  of  Congress   in  developing  new  managed  care 
payment  methodologies. 

SINGLE  APPROPRIATION  UNDER  RYAN  WHITE 

The  Ryan  White  Act  amendments  recently  signed  into 
law  call  on  you  to  develop  a  methodology  to  combine 
allocations  for  Title  I  aid  to  cities,  and  Title  II  aid 
to  states.   This  is  intended  to  strengthen  the  federal 
government ' s  response  to  the  high  treatment  demands  for 
people  with  AIDS  across  the  country.   It  also  may  help 
address  inequities  in  per  case  funding  between  states 
without  Title  I  city  designation  and  states  that  do 
contain  Title  I  cities. 

As  you  know,  for  year's  Wisconsin,  like  other  Title 

II  states,  have  received  inequitable  funding  because  a 
large  percentage  of  its  HIV/AIDS  caseload  resides  outside 
major  metropolitan  areas. 

Question.   These  recommendations  are  due  next  month. 
What  is  the  status  of  your  recommendations?   Can  you 
provide  the  Subcommittee  with  an  update? 


210 


Answer.   The  Department  is  in  the  process  of 
determining  whether  a  single  methodology  to  determine  the 
allocation  of  funds  through  the  year  2000  for  Titles  I 
and  II  of  the  Ryan  White  Care  Act  is  feasible.  We  expect 
to  complete  this  by  July  1996  as  requested  by  the 
Congress  in  the  recently  enacted  amendments  to  the  Care 
Act. 

SAMHSA/HRSA  MERGER 

It's  my  understanding  that  a  re-invention  proposal 
called  for  merging  the  management  of  the  Substance  Abuse 
and  Mental  Health  Services  Administration  with  the  Health 
Resources  and  Services  Administration.   Both  agencies 
carry  out  similar  activities  by  serving  those  who  face 
some  of  the  most  troubling  medical  problems  and  who  lack 
access  to  adequate  health  care.   Both  also  are  examining 
how  managed  care  and  other  health  systems  may  better 
serve  these  populations.   I  would  think  that  such 
streamlining  would  enhance  administrative  savings  and 
reduce  duplication. 

Question.   Is  such  a  merger  still  under 
consideration?   If  not,  why? 

Answer.   We  do  not  have  such  a  proposal  under 
consideration  in  the  Department.   This  was  one  of  may 
ideas  explored  a  few  years  ago  as  a  part  of  an  extensive 
re -examination  of  all  Department -wide  functions.   We 
agreed  not  to  pursue  this  idea. 


NONDEPARTMENTAL  WITNESSES 

STATEMENT  OF  DAVID  C.  CONDLIFFE,  EXECUTIVE  DIRECTOR,  THE 
DRUG  POLICY  FOUNDATION 

Senator  Specter.  We  will  now  turn  to  the  second  panel,  Mr. 
David  Condliffe,  executive  director  of  the  Drug  Policy  Foundation, 
a  nonprofit  organization,  and  Dr.  Peter  Lurie,  assistant  professor 
at  the  University  of  California. 

Mr.  Condliffe,  welcome.  We  are  going  to  establish  a  5-minute 
statement  time.  Any  formal  statements  will  be  included  in  the 
record  in  full.  We  note  the  Drug  Policy  Foundation  is  a  nonprofit 
organization.  It  has  done  very  outstanding  work.  It  has  done  a 
great  deal  of  work  in  the  drug  field. 

There  were  two  subjects  which  you  had  discussed  with  me  infor- 
mally, the  needle  exchange  program,  and  the  question  of  the  medi- 
cal use  of  marijuana.  If  you  would  address  those  two  subjects,  we 
would  be  appreciative. 

SUMMARY  STATEMENT  OF  DAVID  C.  CONDLIFFE 

Mr.  Condliffe.  Thank  you  very  much,  Mr.  Chairman.  I  also 
want  to  mention,  as  you  have  said,  Dr.  Peter  Lurie  is  with  me,  who 
is  one  of  the  most  distinguished  researchers  on  the  subject  of  nee- 
dles exchange  in  the  country,  and  I  am  pleased  to  be  able  to  have 
the  opportunity  to  have  both  of  us  appear. 

Mr.  Chairman,  I  think  what  I  would  like  to  do  is  start  with  a 
question  I  just  asked  Secretary  Shalala  as  she  left.  I  asked  her,  you 
know,  Secretary  Shalala,  about  the  science.  You  know  about  the 
standard  which  this  committee  has  written  into  the  law.  How  are 
we  going  to  break  what  I  perceive  to  be  a  political  gridlock? 

She  said,  the  standard  is  simply  not  workable.  It  is  too  high.  It 
is  not  something  that  will  ever  be  met.  I  think  fundamentally,  if 
we  are  ever  going  to  get  real  on  this  subject,  we  need  to  recognize 
that. 

Senator  Specter.  What  standard  is  that  which  the  Secretary 
characterized  as  unworkable? 

Mr.  Condliffe.  Right  now  the  standard  actually  varies  according 
to  which  funding  stream  you  look  at,  but  essentially  it  is  a  stand- 
ard which  says,  does  needle  exchange  prevent  the  spread  of  AIDS, 
and  does  it  increase  drug  use,  or  alternatively  phrased,  in  some 
cases  does  it  reduce  drug  use,  and  I  think  she  feels — and  we  will 
get  into  that  in  Peter's  testimony — that  that  is  a  standard  which 
is  going  to  be  hard  to  prove  scientifically. 

I  do  not  agree  with  her.  I  think  that  it  has  been  proved,  as  I  stat- 
ed to  you  very  clearly  in  other  informal  discussions  that  we  have 
had. 

Let  me  get  into  the  rest  of  my  testimony  quickly,  so  I  also  touch 
on  the  other  issues  you  wanted  me  to  address.  Just  quickly  review- 
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ing  my  testimony — and  let  me  also  please  tip  my  hat  to  Arnold 
Treebak,  who  is  here  as  president  of  the  Drug  Policy  Foundation, 
and  also  to  Kevin  Zees,  who  helped  found  it,  who  is  also  here. 

I  truly  applaud  you,  Mr.  Chairman,  for  opening  this  discussion. 
For  me,  as  I  have  said  in  my  written  testimony,  this  is  one  of  the 
most  difficult  questions  in  any  leadership  in  the  administration  or 
the  Congress  to  grapple  with,  and  yet  one  which  has  greater  stakes 
than  most  topics  which,  as  public  servants,  one  gets  to  address. 
The  stakes  are  very  simply,  they  are  lives  and  dollars. 

I  am  sorry  some  of  your  colleagues  are  not  here,  because  as  I  put 
in  my  testimony,  I  had  the  privilege  to  serve  in  New  York  City, 
Mayor  David  Dinkins,  and  at  the  time  at  which  he  served  him,  he, 
like  many  members  of  this  committee,  might  have  felt  that  needle 
exchange  is  something  that  should  be  opposed,  and  felt  so,  as  I  did 
at  the  time,  for  some  reasons  which,  when  you  first  examine  needle 
exchange,  appear  apparent.  I  have  gone  into  those  in  my  testi- 
mony. 

Given  that  they  are  not  here,  I  think  I  will  not  go  into  them  here. 
My  point  is  simply  that  to  note  that  in  my  testimony  I  point  out 
how  complicated  this  is,  because  it  can  be  viewed  by  those  not  fa- 
miliar with  it  as  enabling  behavior,  somehow  facilitating  drug  use. 
It  could  be  viewed  by  some  as  creating  an  ambiguous  message  on 
a  subject  on  which  we  have  not  made  enough  progress — namely, 
how  to  reduce  drug  use — and  third,  because  fundamentally  I  have 
always  believed  that  the  first  goal  of  national  AIDS  drug  policy 
should  be  to  stabilize  our  AIDS-infected  drug  users  by  providing 
drug  treatment  and  other  services,  and  as  you  know,  no  matter 
what  the  struggles  have  been  between  Congress  and  each  adminis- 
tration. Republican  and  Democratic,  we  have  never  been  able  to 
provide  enough  of  that  service. 

So  those  are  the  reasons  I  was  concerned  with  needle  exchange 
in  the  first  instance.  I  was  concerned  it  would  be  a  cheap  substitute 
and  not  be  effective. 

What  changed  my  view  was  the  research  in  New  Haven,  which 
Dr.  Lurie  can  go  into  in  greater  detail,  discovering  by  meeting  with 
people  who  are  running  needle  exchange  what  an  extraordinarily 
effective  tool  this  was  to  reach  a  hard  core  addictive  population, 
that  it  was  a  bridge  not  only  to  drug  treatment,  but  to  other  serv- 
ices such  as  HIV  testing,  psychiatric  counseling,  and  TB  screening. 

I  am  going  to  skip  over  that  part  of  my  testimony  that  deals  with 
the  research  by  simply  trying  to  conclude  this  part  of  my  testimony 
by  mentioning  the  team  of  researchers  which  Dr.  Shalala  and  Dr. 
Phil  Lee  consulted  to  evaluate  Dr.  Lurie's  study  has  been  inexcus- 
ably suppressed,  in  my  opinion,  and  we  have  submitted  a  copy  of 
that  research  for  the  record.  I  believe  that  the  White  House  and 
HHS  are  afraid  of  being  accused  of  being  soft  on  drugs,  as  I  said 
in  my  testimony,  but  sadly,  have  used  these  restrictions  and  will 
continue  to  use  them  as  political  cover  so  long  as  it  remains  in 
place. 

There  is  another  reason,  however,  apart  from  the  Federal  fund- 
ing, that  this  is  so  vitally  important.  The  current  restriction  has  a 
chilling  effect  on  State  government  funding  and  even  the  ability  of 
private  funds  to  support  needle  exchange. 

Senator  Specter.  Now,  which  restriction  are  you  referring  to? 
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Mr.  CONDLIFFE.  Again,  the  restriction  on  Federal  funding  of  nee- 
dle exchange. 

Let  me  give  you  an  example.  Last  night 

Senator  Specter.  A  restriction  on  what? 

Mr.  CONDLIFFE.  The  Federal  support  for  needle  exchange. 

Last  night  I  had  a  call  from  a  city  council  member  in  Nashville, 
TN.  We  have  awarded  a  grant  in  Nashville.  They  are  reluctant  to 
allow  that  private  money  to  be  used  by  the  city  board  of  health,  the 
county  board  of  health  to  which  we  have  made  that  grant,  because 
they  said,  if  the  Federal  Government  cannot  make  up  its  mind, 
how  can  we?  Across  the  country,  good  public  servants  are  caught 
in  this  political  gridlock. 

The  restriction  I  would  like  this  committee  to  replace,  or  the  lan- 
guage I  would  like  you  to  put  into  the  law  would  be  what  I  would 
call  a  local  option  restriction.  Specifically,  I  would  urge  that  you 
allow  Federal  funds  to  be  used  to  permit  States  to  target  funding 
through  their  CDC  HIV  prevention  cooperative  agreement.  Accord- 
ingly, needle  exchange  programs  would  not  move  forward  if  local 
communities  and  their  State  governments  were  not  in  favor  of  that 
occurring. 

This  step  would  allow  those  States  that  are  interested  to  fund 
needle  exchange  programs,  and  it  is  consistent  with  the  belief  of 
this  Congress  that  program  decisions  are  made  best  at  the  State 
and  local  levels. 

Senator  Specter.  Are  you  having  problems  from  the  potential  re- 
cipients of  your  private  foundation  grants? 

Mr.  CONDLIFFE.  Definitely  so. 

Senator  Specter.  May  I  finish  my  question  so  that  I  know  what 
the  answer  means? 

Have  you  had  a  problem  from  other  potential  recipients  of  foun- 
dation grants  on  accepting  the  money  for  needle  exchange  because 
of  the  Federal  policy? 

Mr.  CONDLIFFE.  Yes. 

Senator  Specter.  Where? 

Mr.  CONDLIFFE.  A  very  good  example  is,  I  traveled  to  the  city  of 
Denver  and  met  with  its  mayor,  Wellington  Webb.  Mayor  Welling- 
ton Webb,  with  the  Governor,  has  convened  several  meetings  on 
this  subject.  One  of  the  big  sticking  points  there  is,  with  the  science 
so  clear,  they  ask  us,  why  has  the  Federal  Government  not  moved? 

We  explain  the  restriction,  and  we  try  to  explain  the  political 
gridlock. 

Senator  Specter.  What  has  happened  in  Denver? 

Mr.  CONDLIFFE.  At  the  moment,  nothing,  because  the  mayor  is 
not  yet  prepared 

Senator  SPECTER.  So  you  mentioned  Denver  and  Nashville.  How 
many  recipients  are  accepting  the  funds  for  that  purpose? 

Mr.  CONDLIFFE.  We  have  approximately — at  the  moment  we  are 
funding  approximately  $300,000  of  needle  exchange.  Our  grants — 
I  am  trying  to  think  of  grants,  if  we  have  it  here.  I  think  we  have 
about  22  different  needle  exchanges  that  are  receiving  that  money. 
Our  grants  are  very,  very  small.  Senator. 

If  I  may  just  close  what  I  wanted  to  say  by  one  comment,  this 
morning  National  Public  Radio  ran  a  report  about  crime. 
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Senator  Specter.  Would  you  hold  on  just  a  minute?  I  have  a  call 
from  another  Senator  on  a  matter  which  is  pending  in  another 
committee  that  I  have  to  interrupt  for.  I  will  be  right  back. 

[A  brief  recess  was  taken.] 

Senator  Specter.  You  had  another  point  to  make,  Mr.  Condliffe. 

Mr.  Condliffe.  I  would  actually  like  to  turn  to  the  medical  m£iri- 
juana  issue  that  you  asked  me  to  address,  if  I  may  very  quickly. 

Senator  Specter.  That  is  an  issue  which  you  had  raised  in  oiu- 
informal  meeting,  and  I  wanted  to  give  you  an  opportunity  to  ad- 
dress these  matters. 

I  do  not  know  the  merits  here,  and  I  am  not  prepared  to  com- 
ment about  the  merits,  but  I  have  seen  a  good  bit  of  literature  on 
all  of  these  subjects,  and  I  think  these  matters  are  of  sufficient  im- 
portance that  they  ought  to  be  given  at  least  a  little  time  by  the 
committee  as  an  adjunct  of  testimony  by  the  Secretary,  so  proceed 
to  do  that. 

Mr.  Condliffe.  Thank  you  very  much. 

With  respect  to  medical  marijuana,  I  think  you  know  through  the 
anecdotal  evidence  of  your  constituents  and  others  that  it  is  a  very 
important  tool  for  some  individuals. 

Senator  SPECTER.  Do  not  assume  I  know  anything. 

Mr.  Condliffe.  There  are  medical  conditions  for  which  some 
people  would  like  to  be  able  to  use  it.  It  includes  AIDS  wasting 
syndrome,  the  side  effects  of  cancer  chemotherapy,  glaucoma,  MS, 
various  spastic  syndromes  attendant  to  quadriplegia  and  paraple- 
gia. 

Senator  SPECTER.  Are  you  saying  its  use  is  not  now  permitted 
under  the  laws  of  the  various  States? 

Mr.  Condliffe.  That  is  correct.  There  was  a  time  when  Presi- 
dent Nixon  started  something  called  a  compassionate  use  program, 
which  allowed  eight  people  in  this  country  to  use  it.  It  is  shocking 
how  few  people  were  able  to  overcome  the  bureaucratic  hurdles  put 
in  their  place.  President  Clinton  has  abandoned  that  program  en- 
tirely. What  I  would  like  to  see  if  I  could,  if  I  could  be  so  bold 

Senator  Specter.  There  were,  as  I  recollect,  some  intervening 
Presidents  between  President  Nixon  and  President  Clinton.  What 
happened  there? 

Mr.  Condliffe.  The  program  limped  along  at  a  very  expensive 
amount  of  money,  creating,  frankly,  obstacles,  not  access,  to  this 
kind  of  treatment. 

The  bottom  line  for  me  is  this.  I  believe  medicine  and  science 
should  be  allowed  to  proceed  the  way  it  does  for  most  medical 
treatments.  Currently,  I  believe  it  is  blocked.  There  is  a  concrete 
proposal,  which  is  this,  that  language  could  be  added  to  your  ap- 
propriations bill  that  specifically  allows  and  specifies  that  NIDA 
shall  provide  marijuana  for  FDA  approved  research.  If  that  were 
done 

Senator  Specter.  What  would  that  language  be  again? 

Mr.  Condliffe.  Certainly  you  and  your  staff  are  more  expert 
than  I. 

Senator  Specter.  Just  give  me  the  general  purpose,  please. 

Mr.  Condliffe.  I  would  like  in  the  NIDA  appropriation  there  to 
be  language  that  says  NIDA  shall  provide — right  now  they  have  a 
marijuana  farm.  Senator,  that  this  committee  funds.  It  is  in  Mis- 


215 

sissippi.  I  am  very  sad  to  see  the  Senator  from  Mississippi  not  here 
at  the  moment. 

Senator  Specter.  He  has  other  very  pressing  business. 

Mr.  CONDLIFFE.  I  know  that.  The  availability  of  marijuana  for 
scientific  research  is  the  key  here.  There  is  currently  FDA-ap- 
proved research  which  was  approved  for  a  man  named  Dr.  Donald 
Abrams  which  currently  cannot  access  that  marijuana  on  the  NIDA 
farm.  There  ought  to  be  a  nationwide  clinical  marijuana  trial. 

Finally,  if  we  were  to  put  that  language  in  this  bill,  I  believe 
State  research  could  go  forward,  State-supported  research. 

Senator  SPECTER.  What  would  be  the  objective  of  that  research, 
as  you  see  it? 

Mr.  CONDLIFFE.  To  do  what  we  have  done  with  every  other  medi- 
cine FDA  approves,  to  allow  the  FDA  to  determine  if  it  is  a  viable 
medicine,  and  if  it  is  not  a  viable  medicine  for  certain  conditions, 
it  should  not  be  allowed,  and  if  it  is,  it  should  be  allowed. 

Senator  Specter.  And  there  are  proposals  pending  that  it  would 
be  a  viable  medicine  for  certain  purposes? 

prepared  statement 

Mr.  Co^fDLIFFE.  Yes;  for  example,  this  research  I  am  referring  to 
is  for  AIDS  wasting  syndrome.  In  San  Francisco  the  FDA  has  ap- 
proved this  study.  NIDA  has  blocked  it, 

[The  statement  follows:] 
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STATEMENT  OF  DAVID  C.  CONDLIFFE 


Mr.  Chairman,  I  am  David  Condliffe,  Executive  Director  o::he  Drug  Policy  Foundation.  1 
applaud  this  committee,  and  its  Chairman,  for  seeking  to  spark  an  intelligent  and  responsible 
dialogue  about  one  of  the  most  critical  subjects  facing  this  countn   federal  funding  of  needle 
exchange.  There  are  few  topics  more  misunderstood. 

The  importance  of  this  discussion  is  great.  On  the  one  hand,  epidemiologists  estimate  that 
needle  exchange  programs  could  save  thousands  of  lives  and  fiscal  experts  calculate  that  they 
could  save  hundreds  of  millions  in  Medicaid  expenditures  alone.  On  the  other  hand,  none  of  us 
wants  to  take  any  action  that  could  increase  illegal  drug  use 

Previously,  I  had  the  privilege  to  serve  as  Director  of  Drug  .\buse  Policy  for  New  York 
City.  When  I  first  heard  about  the  concept  of  needle  exchange,  I  was  opposed  to  it    Perhaps 
more  importantly,  my  boss.  Mayor  David  Dinkins  of  New  York  Ci.y.  had  run  against  Mayor 
Koch,  in  part,  opposing  Mayor  Koch's  needle  exchange  program 

I  had  a  number  of  concerns.  First,  I  was  fundamentally  concerned  that  needle  exchange 
could  be  viewed  as   'enabling'  behavior:  that  is,  needle  exchange  programs  might  increase  drug 
use  in  some  communities  or,  at  the  very  least,  might  encourage  existing  addicts  to  use  more  drugs 
by  providing  them  with  a  clean  needle.  It  seemed,  in  fact,  immoral  for  government  to  pay  for 
equipment  that  people  would  use  to  inject  illegal  drugs. 

I  was  also  worried  about  the  ambiguous  message  it  would  send  to  our  young  people. 
Mayor  Dinkins  used  to  say,  "How  can  1  tell  kids  not  to  use  drugs  when  they  will  turn  to  me  and 
ask  why  does  the  city  government  give  their  older  brother  a  clean  needle  so  he  can  use  drugs?" 

Finally,  I  believed  that  the  first  goal  of  our  national  drug/ AIDS  policy  should  be  to 
stabilize  AIDS-infected  drug  users  by  providing  drug  treatment.  In  my  mind,  federal,  state  and 
local  governments  had  failed  to  pro\ide  resources  for  enough  drug  treatment  in  poor 
communities.  Therefore,  allowing  needle  exchange  to  be  funded  would  create  the  appearance  that 
government  was  employing  a  less  expensive  substitute  for  drug  treatment.  Mayor  Dinkins  and  I 
stood  with  Representative  Charles  Rangel  in  believing  that  drugs  had  devastated  poor 
communities  and  that  there  could  be  no  "backsliding"  in  our  nation's  resolve  to  prevent  members 
of  inner  city  communities  from  becoming  further  addicted,  thereby  creating  further  obstacles  to 
economic  development  and  opportunity. 

In  my  mind,  each  of  these  were  and  are  legitimate  concerns. 

What  moved  us  to  reconsider  our  opposition  was  research  published  by  Yale  University 
evaluating  New  Haven's  pilot  needle  exchange  program.  While  we  did  not  feel  that  the  research 
in  the  early  90's  was  solid  enough  to  warrant  New  York  City's  spending  tax  money  on  needle 
exchange,  we  did  conclude  that  there  was  persuasive  enough  evidence  to  permit  privately  funded 
needle  exchange  to  go  forward  pro%ided  it  was  coupled  with  an  extensive  evaluation. 

As  I  met  with  those  running  needle  exchanges,  I  learned  that  needle  exchange  is  not  a 
replacement  for  treatment,  but  instead  an  effective  bridge  by  which  "hard-core"  users  could  begin 
to  avail  themselves  of  drug  treatment  --  thousands  of  those  using  the  first  New  York  City  needle 
exchange  program  accepted  referrals  to  drug  treatment. 

In  the  end,  it  was  the  articulate  presentation  made  by  New  York  City's  then-Health 
Commissioner  Dr.  Margaret  Hamburg  that  persuaded  Mayor  Dinkins.  She  argued  that  there  were 
few  tools  available  to  government  to  stem  the  spread  of  HIV/ AIDS  and  that  needle  exchange 
needed  to  be  carefully  evaluated.  Furthermore,  she  estimated  that  replicating  the  33%  reduction  in 
transmission  observed  in  New  Haven  would  result  in  saving  many  thousands  of  lives  in  New 
York. 
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Since  our  decision,  a  mountain  of  scientific  evidence  has  accumulated  and  nations  around 
the  world  have  instituted  needle  exchange  programs  as  part  of  their  drug/ AIDS  prevention 
strategy    Since  1991,  no  fewer  than  six  federally  Rinded  national  studies  have  concluded  that 
needle  exchange  programs  reduce  the  spread  of  HIV  and  do  not  increase  drug  use 

•  National  Commission  on  AIDS,  1 99 1 ' 
General  Accounting  Office,  1993^ 
University  of  California,  1993^ 

•  Centers  for  Disease  Control  and  Prevention,  1993* 

•  National  Academy  of  Sciences,  1995' 

•  Office  of  Technology  Assessment,  1995* 

These  federally  flinded  reviews  of  needle  exchange  efficacy  were  unanimous  in  their  conclusions. 
The  evaluation  of  New  York  City's  needle  exchanges  confirmed  these  findings' 

Nevertheless,  on  several  occasions,  Secretary  Shalala  has  insisted  that  the  research  standard 
set  by  this  committee  has  not  been  met.  This  committee  required  that  the  Surgeon  General  and 
now  the  Secretary  of  HHS  must  find  that  needle  exchange  will  prevent  the  spread  of  HIV/ .AIDS 
and  not  increase  drug  use  before  federal  funds  can  be  utilized    Attached  to  my  testimony  is  a 
letter  to  Secretary  Shalala  dated  January  17,  1996,  signed  by  32  researchers  from  four  continents 
All  32  researchers  refijte  Secretary  Shalala's  claim  that  there  is  controversy  in  the  research 
Instead,  they  document  that  these  standards  have  been  met. 

Even  the  team  of  government  researchers  consulted  by  Secretary  Shalala  and  Dr  Phil  Lee  to 
review  the  University  of  California  study  has  confirmed  the  research  findings.  These  internal 
reviews,  however,  have  been  inexcusably  suppressed  by  the  administration     I  have  submitted  a 
copy  of  it  with  my  testimony  and  ask  that  it  be  included  in  the  record.  The  main  review  was  sent 
to  Dr  Phil  Lee's  office  on  December  10,  1993.  by  CDC  after  consulting  with  the  four  HHS 
agencies  with  jurisdiction  over  substance  abuse  (the  National  Institutes  for  Health,  the  Food  and 
Drug  Administration,  the  Substance  Abuse  Mental  Health  Services  Administration,  and  the  Health 
Ser>ices  and  Resources  Administration).  They  concluded  that  needle  exchange  programs  are 
likely  to  reduce  the  spread  of  HIV  and  that  the  ban  on  needle  exchange  programs  should  be  lifted. 
HHS's  most  senior  scientists  advised  Secretary  Shalala: 

•  "these  observations  indicate  that  needle  exchange  programs  are  likely  to 
reduce  HIV  transmission ..." 

"No  data  exists  indicating  increases  related  to  NEPs,  neither  drug  use  or  in  the 
number  of  discarded  syringes." 

"We  conclude  that  the  ban  on  federal  funding  of  NEPs  should  be  lifted  ..." 

The  White  House  and  HHS  have  consistently  ignored  this  mountain  of  scientific  evidence  to 
avoid  being  called  "soft  on  drugs".  For  example,  the  new  White  House  drug  strategy 
acknowledges  that,  according  to  CDC,  "neariy  60  percent  of  children  with  AIDS  under  age  13 
contracted  the  disease  from  their  mothers,  who  were  either  injecting  drugs  or  were  sex  partners  of 
injecting  drug  users  "  The  strategy  passes  over  needle  exchange  programs  in  complete  silence, 
despite  past  White  House  concern  that  we  develop  new  ways  to  move  hard-core  users  into 
treatment  The  cost  of  inaction  can  be  measured  in  the  thousands  of  lives  sacrificed  and  the 
hundreds  of  millions  of  health  care  dollars  wasted  on  HIV/ AIDS  cases  that  could  have  been 
prevented    For  example  in  New  York  State  alone,  Medicaid  expenditures  on  injecting  drugs  users 
with  AIDS  totaled  S660  million  in  1993.  Experts  estimate  that  figure  could  be  over  a  billion 
dollars  in  1996 

Sadly,  in  my  estimation,  the  Clinton  administration  has  used  the  restrictions  placed  by  this 
committee  on  federal  funding  of  needle  exchange  as  political  cover    As  long  as  these  restrictions 
are  in  place,  the  administration  can  hang  its  hat  on  it,  refijsing  to  fund  needle  exchange  programs. 
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One  reason  a  change  is  so  important  is  the  chilling  effect  the  current  restriction  has  not  only 
on  HHS  funding  but  also  on  state  government  funding.  Today,  the  Drug  Policy  Foundation  is  the 
nation's  second  largest  private  funder  of  needle  exchange.  This  is  a  sad  distinction  given  the 
paltry  sums  that  DPF  is  able  to  dedicate  to  needle  exchange:  approximately  $300,000  per  year. 
The  federal  funding  stream  is  vitally  important,  because  most  of  the  states  do  not  have  significant 
state-supported  AIDS  prevention  budgets.  The  vast  majority  of  AIDS  prevention  money  in  most 
states  comes  from  the  federal  government.  We  also  believe  a  change  in  the  federal  funding 
restriction  on  needle  exchange  would  serve  to  leverage  not  only  state  dollars  but  private  money  as 
well 

What  concrete  proposal  would  we  like  to  offer  this  committee^  We  propose  that  the  federal 
government  replace  its  current  restriction  of  funding  needle  exchange  programs  with  a  local 
option  restriction    This  does  not  mean  that  the  federal  government  would  mandate  that  states 
spend  federal  funds  on  needle  exchange  programs.  Instead,  we  propose  that  the  federal 
government  permit  states  to  target  funding  for  needle  exchange  through  their  CDC  HIV 
Prevention  Cooperative  Agreement.  Accordingly,  needle  exchange  programs  would  not  move 
forward  if  local  communities  and  their  state  governments  were  not  in  favor  of  that  occurring.  This 
step  would  allow  interested  slates  to  fund  needle  exchange  programs  and  is  consistent  with  the 
belief  of  this  Congress  that  program  decisions  are  best  made  at  the  state  and  local  levels. 

I'd  be  happy  to  respond  to  any  questions  members  of  the  subcommittee  have.  Thank  you  for 
inviting  me  to  testify 
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BIOLOGICAL  SKETCH  OF  DAVID  C.  CONDLIFFE 

David  C.  Condliffe  is  the  Executive  Director  of  the  Drug  Policy  Foundation  ("DPF'),  an 
independent  non-profit  that  seeks  reform  of  our  current  national  drug  policy  by  promoting  the 
thoughtful  alternative  consideration  of  a  wide  range  of  drug  policies.  DPF  funds  needle 
exchange  in  communities  where  governors  and  mayors  support  the  program.  DPF  is  the 
second  largest  funder  of  needle  exchange  programs  in  the  country. 
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Prior  to  joining  DPF,  Mr.  Condliffe  served  as  Executive  Director  of  the  Coro  Foundation, 
which  prepares  graduate  students,  executives  and  neighborhood  leaders  of  all  ages  and 
vocations  to  be  effective  participants  in  public  affairs. 

Mr.  Condliffe  also  served  as  Director  of  New  York  City's  Office  of  Dmg  Abuse  Policy,  where 
he  developed  and  implemented  many  new  initiatives  recommended  by  former  U.S.  Attorney 
General  Nicholas  Katzenbach. 

Trained  as  a  lawyer  and  at  Harvard's  Kennedy  School.  Mr.  Condliffe  has  held  a  wide  range  of 
positions,  beginning  on  the  staffs  of  Mayor  John  Lindsay  and  Congressman  Jonathan 
Bingham,  including  leadership  posts  in  his  native  Bronx  community,  and  in  New  York  City's 
Human  Resources  Administration. 

Mr.  Condliffe's  legal  career  centered  in  corporate  and  securities  law:  fint  at  Greenbaum.  Wolf 
&  Ernst  and  later  at  Debevoise  &  Plimpton  where  he  performed  acquisition,  financing  and 
general  corporate  work  for  major  communications  clients  in  the  radio  and  television  broadcast, 
cable  television,  and  print  media.  In  the  non-profit  worid,  he  served  as  Vice  President  and 
General  Counsel  of  Children's  Television  Workshop,  which  makes  Sesame  Street. 

Mr.  Condliffe  is  a  member  of  the  board  of  director  of  North  Country  School/Camp  Treetops. 
the  Adirondack  Council,  the  Havens  Relief  Fund  Society  and  Americans  for  Democratic 
.Action. 

STATEMENT  OF  PETER  LURIE,  M.D.,  M.P.H.,  ASSISTANT  PROFESSOR, 
CENTER  FOR  ATOS  PREVENTION  STUDIES,  UNIVERSITY  OF  CALI- 
FORNIA, SAN  FRANCISCO 

Senator  Specter.  Dr.  Lurie,  the  floor  is  yours. 

Dr.  LURIE.  Thank  you.  I  appreciate  the  opportunity  to  speak  to 
you.  I  come  before  you  as  someone  who  has  done  HFV  prevention 
research  as  well  as  somebody  who  has  to  take  care  of  patients 
when  our  prevention  efforts  prove  inadequate. 

You  actually  have  before  you,  I  think,  one  of  these  opportunities 
that  are  rarely  available,  the  opportunity  to  save  the  lives  of  young 
people,  thousands  of  young  people.  You  have  the  opportunity  to 
save  tens  of  milHons  of  dollars  in  unnecessary  Federal  health  care 
expenditures,  and  all  of  this  can  be  done  without  any  expenditure 
of  Federal  money  by  simply  removing  the  language  that  restricts 
the  expenditure  of  Federal  funds  that  prevents  them  from  being 
spent  on  needle  exchange. 

You  have  the  abiUty  to  have  this  decision  made  precisely  where 
it  should  be,  at  the  State  and  local  level  among  those  communities 
that  are  currently  being  ravaged  by  this  epidemic. 

Now,  if  we  look  at  the  left-hand  graph  over  there,  you  get  a  feel 
for  what  it  is  like  in  those  local  communities,  and  what  you  see — 
and  these  are  new  data  just  put  together  by  the  Centers  for  Dis- 
ease Control — ^is  that — ^let  me  emphasize  this:  50  percent  of  new 
HIV  infections,  those  that  are  occurring  today,  are  occurring  among 
injection  drug  users,  50  percent. 

This  epidemic  is  currently  driven  by  injection  drug  use  much 
more  than  it  is  by  behaviors  between  gay  men.  It  is  a  drug  user 
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epidemic.  If  we  want  to  be  doing  anything  about  this  epidemic,  that 
is  where  we  ought  to  be  working,  and  additional  infections  that  are 
occurring  of  the  sex  partners  and  the  children  of  these  drug  users. 
That  is  the  key. 

Now,  as  I  mentioned,  there  is  a  ban,  and  the  ban  has  two  cri- 
teria. Secretary  Shalala  has  said  on  many  occasions  that  the  cri- 
teria have  not  been  met,  that  the  scientists  disagree.  That  is  mani- 
festly incorrect.  If  you  look  at  the  second  table  over  there  you  see 
six  studies  that  have  now  addressed  the  question  of  needle  ex- 
change efficacy  and  potential  danger,  and  when  she  says  there  is 
no  research,  I  point  to  this  pile  over  here  of  six  studies,  every  one 
of  which  came  to  the  same  conclusions,  and  those  conclusions,  as 
summarized  on  that  table,  are: 

One,  all  six  studies  concluded  that  needle  exchange  programs  are 
likely  to  reduce  HIV  infection,  and 

Two,  that  there  is  no  evidence  that  they  increase  drug  use  in  the 
community. 

So  those  are  the  two  criteria  that  have  been  met,  and  every  sin- 
gle one  of  the  studies  that  has  put  together  all  existing  data,  these 
studies  right  here,  have  come  to  the  self-same  conclusion. 

Senator  Specter.  Are  there  any  studies  which  have  come  to  the 
contrary  conclusion? 

Dr.  LURIE.  No;  I  do  not  believe  that  there  are. 

Senator  Specter.  Where  are  needle  exchanges  now  being  per- 
mitted? 

Dr.  LURIE.  In  the  country?  First  let  me  point  out,  internation- 
ally  

Senator  Specter.  In  the  United  States. 

Dr.  Lurie.  In  the  United  States  I  think  about  20  States  at  this 
point  have  at  least  one  needle  exchange.  In  California,  we  have 
about  19  of  them,  and  they  operate  with  varying  degrees  of  legality 
and  acceptance. 

It  is  clear  that  they  are  on  the  increase,  but  the  problem  is  that 
most  of  them  are  much,  much  smaller  than  what  we  need  to  really 
make  a  dent  in  this  epidemic. 

We  also  need  to  expand  the  availability  of  sjoinges  through  phar- 
macies if  we  are  ever  going  to  significantly  have  an  impact. 

Now,  the  interesting  thing  about  these  studies  over  here  is  that 
study  No.  4  is  actually  a  Government  study.  Not  only  is  it  Govern- 
ment-funded, but  it  is  a  Government  study,  and  that  is  the  study 
right  over  here  which  was  conducted  to  review  the  work  that  my 
group  did — my  group  is  study  No.  3,  University  of  California — and 
interestingly,  they  came  to  the  same  conclusions  that  we  did,  after 
reviewing  our  work,  and  let  me  just  read  a  couple  of  quotes. 

This  is  the  Federal  Government's  own  substance  abuse  scientist. 
This  is  people  in  HHS,  at  CDC.  After  consulting  with  HRSA, 
SAMSHA,  NIDA,  and  FDA,  they  said  the  following: 

"These  observations  indicate  that  needle  exchange  programs  are 
likely  to  reduce  HIV  transmission."  They  said,  "no  data  exists  indi- 
cating increases  relating  to  needle  exchange  programs  in  either 
drug  use  or  in  the  number  of  discarded  syringes." 

Ajnd  finally,  and  here  is  the  kicker:  "We  conclude  that  the  ban 
on  Federal  funding  of  needle  exchange  programs  should  be  lifted." 
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So  what  we  have  in  December  1993,  fully  2V2  years  ago,  we  have 
the  Federal  Government's  own  substance  abuse  scientist  rec- 
ommending these  programs.  Some  50,000  people  have  become  in- 
fected, 50,000  injection  drug  users  have  become  infected  in  this 
country  since  the  Federal  Government's  own  scientists  rec- 
ommended that  the  ban  be  lifted. 

But  rather  than  release  this  data  and  this  recommendation  to 
the  public,  we  have  Secretary  Shalala  and  others  in  HHS  not  re- 
leasing it,  sitting  on  the  report  and  suppressing  it,  until 

Senator  SPECTER.  Doctor,  when  you  say  it  is  suppressed,  you  do 
have  a  copy  of  it. 

Dr.  LURIE.  It  finally  came  out.  The  Washington  Post  obtained  a 
copy  from  an  anonjrmous  source. 

Senator  Specter.  When  was  that? 

Dr.  LURIE.  That  was  in  February  1995. 

Mr.  CONDLIFFE.  And  Senator,  the  Drug  Policy  Foundation  re- 
leased it  to  the  press  and  have  published  it.  We  have  included  it 
with  my  testimony. 

Senator  Specter.  And  when  was  it  initially  concluded? 

Dr.  LURIE.  December  10,  1993. 

Senator  Specter.  So  you  are  saying  it  was  not  available  publicly 
for  14,  15  months? 

Mr.  CONDLIFFE.  And  to  this  day  has  not  been  acknowledged  by 
the  administration's 

Senator  Specter.  Wait  1  minute.  I  have  a  pending  question.  Was 
it  not  available  for  14  or  15  months? 

Dr.  LuRiE.  That  is  correct,  and  it  would  not  have  been,  even 
today,  were  it  not  for  the  Drug  Policy  Foundation  releasing  it. 

Senator  SPECTER.  So  today,  it  is  available  and  has  been  available 
since  January  1995? 

Mr.  CONDLIFFE.  I  would  like  to  see  it  in  the  Federal  Register,  sir. 

Dr.  LURIE.  We  are  hoping  it  will  be  entered  into  the  record  in 
this  hearing.  Now,  Secretary  Shalala  has  suggested  that  the  cri- 
teria have  not  been  met. 

Senator  Specter.  Who  do  you  think  reads  the  Federal  Register, 
Mr.  Condliffe? 

Mr.  Condliffe.  I  think  academics  can  get  it.  I  would  hope  they 
would  know  about  the  Drug  Policy  Foundation's  800  number,  but 
they  may  not. 

Senator  Specter.  They  may  know  about  the  Drug  Policy  Founda- 
tion. I  do  not  know  that  the  Federal  Register,  whatever  that 
means,  is  any  better  read. 

Mr.  Condliffe.  Fair  enough. 

Senator  Specter.  Than  you  name  it. 

Dr.  Lurie.  It  is  on  the  Internet. 

Senator  Specter.  Well,  I  just  raise  that  question  about  the  issue 
being  suppressed.  Suppressed  to  me  means  suppressed,  but  if  it  is 
in  print  and  available — OK  Dr.  Lurie,  you  were  speaking. 

Dr.  Lurie.  Secretary  Shalala  has  on  a  number  of  occasions  told 
the  press  that  in  fact  the  criteria  to  lift  the  ban  have  not  been  met, 
which  again  is  ironic,  seeing  that  this  particular  report  states  cat- 
egorically that  they  have  been  met,  and  consequently  I  put  together 
a  letter  with  31  other  leading  needle  exchange  researchers  from 
around  the  world  in  which  we  criticize  her  for  making  the  claim 
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that  the  criteria  had  not  been  met,  and  that  letter  is  included  and 
attached  to  my  testimony. 

It  is  sometimes  assumed  that  there  is  great  public  opposition  to 
the  needle  exchange  and  that  actually  is  quite  untrue.  A  recent  poll 
by  the  Kaiser  Family  Foundation  in  March  of  this  year  showed 
that  66  percent  of  Americans  are  in  favor  of  providing  clean  nee- 
dles to  intravenous  drug  users.  The  majority  of  Americans  are,  in 
fact,  I  would  say  ahead  of  the  Department  of  Health  and  Human 
Seivices  on  this,  and  that  includes  majorities  of  all  parties. 

So  it  is  simply  not  justifiable  to  oppose  needle  exchange  because 
of  the  possibility  of  public  opposition.  The  public,  in  fact,  is  in 
favor. 

Now,  at  the  upcoming  international  AIDS  conference  in  Van- 
couver, my  colleague,  Ernest  Drucker  and  I,  of  Albert  Einstein  Col- 
lege of  Medicine,  will  present  some  data  on  the  number  of  lives  we 
think  have  been  lost  as  a  consequence  of  the  lack  of  needle  ex- 
change programs  in  this  country,  and  our  preliminary  estimates 
are  that,  at  a  minimum,  4,000  HIV  infections  could  have  been  pre- 
vented by  needle  exchange  programs  between  1987  and  1995,  and 
that  between  now  and  the  end  of  the  millennium,  an  additional — 
again,  at  a  minimum,  5,000  additional  HIV  infections  will  occur,  at 
a  cost  of  hundreds  of  millions  of  dollars,  all  completely  unneces- 
sarily, and  unquantifiable  costs  in  terms  of  the  suffering  of  people. 

Senator  Specter.  Dr.  Lurie,  do  you  have  any  suggestions  as  to 
how  to  cut  down  drug  usage? 

Dr.  LURIE.  It  is  not  primarily  an  area  of  my  research,  but  I  think 
there  are  some  programs  that  operate  in  schools,  for  example,  and 
in  communities  that  I  think  are  important,  but  I  do  think  we  have 
to  address  the  roots  of  the  socioeconomic  problems  that  often  drive 
the  epidemic  of  drug  use  in  this  country,  and  I  suspect  that  that 
is  really  where  we  are  most  likely  to  have  an  effect. 

Senator  Specter.  Do  you  think  that  education  is  useful  to  elimi- 
nate drug  usage? 

Dr.  Lurie.  Well,  it  certainly  is  an  important  thing  to  provide.  I 
am  not  fully  familiar  with  the  literature  on  how  successful  it  has 
been. 

Senator  Specter.  And  rehabilitation  programs  for  drug  users? 

Dr.  Lurie.  Drug  treatment  programs  are  an  extremely  important 
part  of  all  of  this,  in  terms  of  drug  use  and  in  terms  of  HIV  preven- 
tion. They  go  hand-in-hand. 

Unfortunately,  only  15  percent  of  injection  drug  users  are  in 
treatment  on  any  one  given  day,  so  the  availability  of  drug  treat- 
ment is  quite  inadequate. 

Senator  Specter.  What  percentage,  if  you  know,  of  drug  users 
have  access  to  treatment  at  some  point  in  their  drug  usage? 

Dr.  Lurie,  Well,  it  depends  on  how  you  define  access.  Most  com- 
munities have  at  least  one  program,  but  the  problem  is  that  they 
often  have  waiting  lists  that  are  weeks,  if  not  months  long. 

Senator  Specter,  Well,  being  in  a  program.  Not  being  in  a  city 
that  has  a  program,  but  being  in  a  program. 

Dr.  Lurie.  Many  injection  drug  users  will  pass  through  a  treat- 
ment program,  sometimes  many  times,  before  they  ultimately  quit 
using  drugs. 
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Senator  Specter.  Well,  I  wanted  to  give  you  gentlemen  an  oppor- 
tunity to  state  your  positions.  I  think  that  it  is  important  to  have 
these  views  in  the  public  domain. 

The  value  of  something  has  to  be  determined  in  a  variety  of  ways 
by  expert  testimony,  by  studies,  by  analysis,  by  debate,  and  discus- 
sion, and  when  you  brought  in  these  issues  and  told  me  about  no- 
body being  willing  to  listen,  it  seemed  to  me  this  subcommittee 
ought  to  do  some  listening,  and  so  a  subcommittee  of  the  U.S.  Sen- 
ate does  have  some  currency  to  provide  a  forum  for  hearing  and  for 
consideration  of  these  ideas. 

Mr.  CONDLIFFE.  Thank  you  very  much  for  your  leadership. 

Dr.  LuRiE.  I  appreciate  that. 

Senator  Specter.  Did  you  say  my  leadership  or  my  listenership? 

Mr.  CONDLIFFE.  Both. 

Dr.  LURIE.  If  I  just  may,  I  think  that  one  of  the  problems  that 
we  currently  have  is  that  the  ban  as  written  into  Labor,  Health 
and  Human  Services  appropriations  permits  the  Secretary  to  make 
a  finding  but  there  is  no  real  requirement  for  her  to  do  so,  and  the 
result  is  that  this  issue  can  sit  in  limbo  for  years  and  years,  as 
20,000  drug  users  per  year  get  infected. 

PREPARED  STATEMENT 

What  I  think  would  be  helpful  would  be  at  least  to  force  her  to 
make  a  finding  of  one  sort  or  another,  otherwise  it  just  sits  there, 
and  there  is  absolutely  nothing  you  can  do,  and  the  suffering  con- 
tinues. 

[The  statement  follows:] 
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STATEMENT  OF  DR.  PETER  LAURIE 

Thank  you  for  the  opportunity  to  testify  before  this  Subcommittee  on  the  critical 
issue  of  preventing  HIV  infection  among  injection  drug  users.  I  appear  before 
you  both  as  a  needle  exchange  researcher  who  attempts  to  prevent  the  spread  of 
HIV  and  as  a  clinician  who  cares  for  patients  when  our  preventive  interventions 
prove  insufficient. 

For  several  years,  AIDS  has  been  the  number  one  killer  of  Americans  aged  25-44 
years.  Data  published  by  the  Centers  for  Disease  Control  and  Prevention  (CDC) 
just  last  month  in  the  American  Journal  of  Public  Health  show  that  about  half  of 
the  41,000  new  adult  HIV  infections  in  the  US  each  year  are  occurring  among 
injection  drug  users,  with  thousands  of  additional  infections  among  their  sex 
partners  and  their  children.  HIV  infection  among  injection  drug  users  is  the 
most  important  source  of  HIV  for  the  heterosexual  population  as  well  as  for 
children.  Preventing  HIV  among  injection  drug  users  is  therefore  the  key  to 
reducing  the  enormous  toll  in  human  suffering  caused  by  this  disease. 

There  are  about  1  -  1.5  million  injection  drug  users  in  the  US,  but  existing  drug 
treatment  facilities  are  quite  inadequate  to  serve  them;  only  about  15%  of  injec- 
tion drug  users  are  in  treatment  on  any  given  day.  Thus,  whether  we  like  it  or 
not,  the  ugly  reality  is  that  every  day  hundreds  of  thousands  of  Americans 
continue  to  inject  drugs,  some  using  needles  that  have  been  contaminated  with 
HIV. 

Almost  every  Western  country  has  made  needle  exchange  programs  a  central 
component  of  their  attempts  to  prevent  the  spread  of  HIV  among  their  injection 
drug-using  populations.  In  general,  these  programs  have  encountered  little 
resistance  and  are  seen  by  many  public  health  authorities  as  an  effective  method 
of  encouraging  injection  drug  users  to  enter  drug  treatment  facilities  and  as  one 
of  the  most  successful  means  of  preventing  HIV. 

Unfortunately,  the  situation  in  the  US  has  been  markedly  different.  As  you 
know,  the  Labor/HHS,  Education,  and  Related  Agencies  Appropriations  Act  has 
since  1990  contained  provisions  banning  the  use  of  federal  funds  for  needle 
exchange  programs  unless  two  conditions  are  met:  1.  the  programs  do  not 
increase  the  use  of  illegal  drugs;  and  2.  they  are  shown  to  reduce  the  spread  of 
HIV.  Secretary  Shalala  has  claimed  that  these  criteria  have  not  been  met  and  that 
"different  experts  disagree"  on  the  programs'  effectiveness. 

In  fact,  every  single  US  scientific  group  that  has  reviewed  all  the  data  on  needle 
exchange  has  come  to  the  conclusion  that  the  two  criteria  contained  in  the  ban 
have  been  met  —  that  needle  exchange  programs  can  reduce  the  spread  of  HIV 
and  do  not  lead  to  increases  in  drug  use  in  the  community. 
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Hundreds  of  studies  of  needle  exchange  programs  have  been  conducted  by 
researchers  around  the  globe,  using  a  wide  variety  of  scientific  methods. 
Fortunately,  this  mountain  of  research  has  been  evaluated  and  synthesized  in  six 
reviews  of  needle  exchange  program  efficacy  funded  by  the  federal  government. 
These  reviews,  by  the  National  Commission  on  AIDS,  the  General  Accounting 
Office,  the  University  of  California,  the  CDC,  the  National  Academy  of  Sciences 
and  the  Office  of  Technology  Assessment,  are  summarized  in  the  attached  table. 
What  is  most  striking  about  these  reviews,  other  than  their  comprehensiveness, 
is  their  unanimity;  each  and  every  one  concluded  that  needle  exchange  programs 
can  reduce  the  spread  of  HIV  infection  and  that  they  do  not  promote  drug  use, 
the  criteria  that  must  be  met  before  the  ban  can  be  lifted.  Four  of  the  six  studies 
actually  recommended  that  the  ban  on  the  federal  funding  of  needle  exchange 
programs  be  lifted;  the  remaining  two  studies  reviewed  the  data  but  did  not 
make  policy  recommendations. 

Thus,  for  Secretary  Shalala  to  have  claimed  that  scientific  controversy  over  the 
research  precludes  her  making  the  findings  required  to  lift  the  ban  flies  in  the 
face  of  the  existing  science  of  needle  exchange  research.  It  is  rare  in  the  often 
fractious  world  of  HIV  prevention  to  encounter  such  unanimity  among 
researchers.  Indeed,  shortly  after  Secretary  Shalala  made  her  statements 
regarding  the  purported  controversy  over  needle  exchange  research,  31 
colleagues  from  four  continents,  including  almost  every  major  needle  exchange 
researcher  in  the  world,  joined  me  in  writing  to  the  Secretary  decrying  her  public 
comments  on  needle  exchange  research  and  describing  those  comments  as  a 
gross  mischaracterization  of  that  research. 

Ironically,  even  as  Secretary  Shalala  was  professing  doubts  about  the  conclusions 
of  the  research  regarding  needle  exchange,  she  was  sitting  on  a  report  by  her  own 
most  senior  substance  abuse  scientists  that  concluded  that  the  two  criteria  in  the 
ban  had  been  met  and  that  the  federal  ban  should  be  lifted. 

Following  the  release  of  the  University  of  California  report,  the  one  on  which  I 
was  Principal  Investigator,  the  CDC  was  asked  to  review  our  report.  The  CDC 
conducted  an  extensive  review  and  consulted  with  the  four  HHS  agencies  with 
jurisdiction  over  substance  abuse:  the  National  Institutes  for  Health,  the 
Substance  Abuse  Mental  Health  Services  Administration,  the  Food  and  Drug 
Administration  and  the  Health  Resources  and  Services  Administration.  The 
review,  dated  December  10,  1993,  reached  the  following  conclusions  and  made 
the  following  recommendations: 

"...  these  observations  indicate  that  [needle  exchange  programs]  are 
likely  to  reduce  HIV  transmission...." 
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"No  data  exists  indicating  increases  related  to  [needle  exchange 
programs]  in  either  drug  use  or  in  the  number  of  discarded  syringes." 

"We  conclude  that  the  ban  on  Federal  funding  of  [needle  exchange 
programs]  should  be  lifted...." 

Unfortunately,  this  document  was  not  made  public  until  one-and-a-half  years 
later  when  the  Washington  Post  described  the  document  in  a  February  16,  1995 
article  and  the  document  itself  was  released  by  the  Drug  Policy  Foundation. 

Several  national  public  opinion  polls  show  that  the  American  public  is  in  fact 
supportive  of  needle  exchange.  The  most  recent  of  these  polls,  conducted  by  the 
Kaiser  Family  Foundation  and  released  in  March  of  this  year,  reveals  that  66%  of 
Americans  are  in  favor  of  providing  clean  needles  to  intravenous  drug  users. 
Support  for  the  programs  was  substantial  across  the  political  spectrum:  56%  of 
Republicans,  66%  of  Democrats  and  67%  of  Independents  were  in  favor  of  such  a 
program.  One  simply  cannot  justify  opposition  to  needle  exchange  programs,  as 
the  administration  has  done  at  times,  by  claiming  that  the  public  is  opposed  to 
the  programs. 

You  have  before  you  the  sort  of  opportunity  we  rarely  have  in  public  health:  the 
chance  to  save  the  lives  of  young  people,  their  sex  partners  and  their  children, 
and  to  prevent  tens  of  millions  of  dollars  in  unnecessary  heath  care  spending 
each  year.  And  you  can  accomplish  all  this  without  a  dollar  in  additional  federal 
expenditure.  By  simply  following  the  recommendations  of  the  government's 
own  scientists  and  lifting  the  ban  on  federal  funding,  you  can  permit  the 
controversial  decision  of  whether  or  not  to  establish  a  needle  exchange  program 
to  be  made  where  it  should  be:  at  the  state  level  or  in  the  local  communities 
currently  ravaged  by  this  epidemic.  With  injection  drug  users  now  accounting 
for  most  new  HIV  infections  in  this  country,  I  believe  that  lifting  the  federal 
funding  ban  is  the  single  most  effective  action  a  Congressperson  can  take  to 
reduce  the  spread  of  HIV  infection  in  the  US. 

At  the  upcoming  International  Conference  on  AIDS  in  Vancouver,  Canada,  my 
colleague  Ernest  Drucker  of  the  Albert  Einstein  College  of  Medicine  ii\  New  York 
City  and  I  will  present  estimates  of  the  number  of  lives  that  could  have  been 
saved  by  needle  exchange  programs  in  this  country.  Our  preliminary  estimates 
are  that  at  a  minimum  4,000  HIV  infections  could  have  been  prevented  by 
needle  exchange  programs  between  1987  and  1995.  Absent  a  significant  expansion 
of  needle  exchange  in  this  country,  we  predict  at  least  5,000  additional  HIV 
infections  between  now  and  the  year  2000  that  could  be  prevented  by  needle 
exchange  programs.  The  lives  of  these  Americans  are  in  your  hands.  Please  do 
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not  let  them  down.  I  strongly  urge  you  to  support  legislation  that  would  either 
repeal  the  Appropriations  language  that  maintains  the  ban  or,  at  a  minimum, 
requires  HHS,  after  appropriate  public  notice  and  comment,  to  make  a  finding  as 
to  whether  the  criteria  to  lift  the  ban  have  been  met. 

LIST  OF  SUPPORTING  INFORMATION 

1.  Chart:  "Adult  HIV  Incidence  in  96  U.S.  Metropolitan  Areas  with  Populations  >500,000"  from 

S.D.  Hoimberg,  May  1996  American  ]ourm\  of  Public  Health,  pp.  642-54. 

2.  Letter  from  P.  Lurie  et  al.  to  HHS  Secretary  Shalala,  January  17,  1996;  includes  table  entitled: 
"Conclusions  and  Recommendations  of  U.S.  Government-funded  Reports  on  the  Efficacy  of  Needle 
Exchange  Programs." 

3.  Booklet:  "The  Clinton  Administration's  Internal  Reviews  of  Research  on  Needle  Exchange 

Programs"  (made  public  by  the  Drug  Policy  Foundation,  March  7, 1995). 

Adult  HIV  Incidence  in  96  U.S.  Metropolitan  Areas 
with  Populations  >  500,000 


Injection  drug  users 
(49.9%) 


38, 100  incident  HIV  infections  per  year 


LETTER  TO  HON.  DONNA  SHALALA,  SECRETARY,  U.S. 
DEPARTMENT  OF  HEALTH  AND  HUMAN  SERVICES 

Wednesday,  January  17,  1996 

Secretary  Donna  Shalala 

Department  of  Health  and  Human  Services 

200  Independence  Ave,  SW 

Washington,  DC  20201 

Fax:  (202)690-7203 

Dear  Secretary  Shalala: 

As  needle  exchange  program  (NEP)  researchers  from  four  continents,  we  write 
to  protest  your  recent  public  comments  regarding  the  efficacy  of  NEPs  in 
preventing  HIV  infection  among  injection  drug  users,  their  sex  partners  and  their 
children.  To  assert,  as  you  did  in  the  New  York  Times  on  December  7, 1995, 
that  there  is  "controversy  over  research"  or  that  "different  experts  disagree,"  as 
you  told  CNN  on  December  5,  is  to  grossly  mischaracterize  the  enonnous  body 
of  research  on  NEPs,  much  of  it  generated  by  the  signatories  to  this  letter.  As 
you  must  know,  multiple  studies  have  shown  that  NEPs  can  decrease  HIV 
transmission  rates  without  increasing  community  levels  of  daig  use.  We 
therefore  call  on  you  to  immediately  lift  the  federal  ban  on  NEP  services.  These 
programs  have  the  ability  to  significantly  reduce  HIV  infections  related  to 
injection  dnjg  use,  now  estimated  by  HHS  to  be  occuning  at  a  rate  of  over 
20,000  per  year  in  the  United  States. 

What  is  most  notable  about  research  in  needle  exchange  is  the  astonishing 
unanimity  among  researchers  who  have  looked  at  this  issue  in  detail.  The 
attached  Table  summarizes  the  results  of  six  federally  funded  reviews  of  NEP 
efficacy  conducted  between  1991  and  1995.  All  six  of  the  reviews  concluded 
that  NEPs  reduce  HIV  transmission  rates  and  do  not  increase  the  amount  of 
drug  use.  Four  of  the  six  reviews  recommended  lifting  the  ban  on  federal 
funding  for  NEPs  and  revoking  or  modifying  the  state  prescription  and 
paraphernalia  laws  that  limit  injection  drug  users'  access  to  sterile  syringes. 
The  only  two  institutions  that  did  not  make  these  recommendations,  the  General 
Accounting  Office  and  the  Office  of  Technology  Assessment,  simply  reviewed 
the  data  and  did  not  make  any  policy  recommendations,  although  their 
conclusions  cleariy  support  a  recommendation  to  lift  the  ban. 

Ironically,  your  statements  to  the  press  were  made  almost  two  years  to  the  day 
that  scientists  in  your  own  department  recommended  that  the  federal  ban  on 
NEPs  be  lifted  (the  fourth  study  in  the  Table).  On  December  10, 1993,  after 
reviewing  the  data  on  NEP  efficacy  in  detail  and  consulting  with  the  four  HHS 
agencies  with  jurisdiction  over  substance  abuse  (National  Institutes  for  Health, 
Food  and  Drug  Administration,  Substance  Abuse  Mental  Health  Services 
Administration,  Health  Resources  and  Services  Administration),  the  Centers  for 
Disease  Control  and  Prevention  reached  the  following  conclusions  and  made 
the  following  recommendations: 

" ...  these  observations  indicate  that  NEPs  are  likely  to  reduce  HIV 
transmission ..." 

"No  data  exists  indicating  increases  related  to  NEPs  in  either  drug 
use  or  in  the  number  of  discarded  syringes." 
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"We  conclude  that  the  ban  on  Federal  funding  of  NEPs  should  be 
lifted ..." 

"...  we  also  recommend  that  States  consider  the  repeal  of  laws 
requiring  a  physician's  prescription  to  buy  needles  and  syringes 
and  the  removal  of  criminal  penalities  [sic]  for  the  possession  of 
needles  and  syringes  ..." 

Moreover,  the  data  demonstrating  NEP  efficacy  have  become  even  more 
convincing  since  your  advisors  recommended  lifting  the  ban  on  federal  NEP 
funding  in  December  1993.  The  September  1995  National  Academy  of 
Sciences  (NAS)  review  (the  fifth  study  in  the  Table)  examined  three 
unpublished  studies  previously  mentioned  by  HHS  in  justifying  its  inaction  on 
NEP  funding.  The  NAS  found  the  (still  unpublished)  studies  either  seriously 
wanting  or  inconclusive  and  went  on  to  recommend  that  the  federal  government 
fund  NEPs. 

Injection  drug  use  is  now  the  number  one  cause  of  new  HIV  infections  in  this 
country,  and  NEPs  are  therefore  a  critical  component  of  any  comprehensive  HIV 
prevention  strategy.  Basing  your  opposition  on  purported  scientific  concems 
can  no  longer  be  justified,  particulariy  when  there  are  six  federally  funded 
studies,  including  one  by  your  own  staff,  that  endorse  federal  NEP  funding. 
Such  a  mischaracterization  of  scientific  infomiation  is  particulariy  regrettable 
when  coming  from  the  Secretary  of  HHS,  who  has  responsibility  for  the  vast 
majority  of  medical  research  funded  by  the  federal  government.  Even  if  the 
research  had  not  reached  the  consensus  that  it  has,  your  own  thoughtful 
comments  to  Dateline  NBC  on  December  13,  1995  regarding  the  potential  of 
HHS'  Public  Service  Announcements  to  induce  more  sexual  activity  among 
teenagers  provide  a  more  appropriate  guideline  for  federal  action.  "But  we 
can't  wait  for  a  scientific  breakthrough,"  you  said,  "or  we're  going  to  lose  another 
generation  of  Americans.  It's  not  worth  it.  I'd  rather  take  all  the  criticism  and 
save  lives." 

Sincerely, 

Peter  Lurie,  MD.  MPH 
Assistant  Professor 

Needle  exchange  researchers  signing  the  letter  to 
Secretary  Shalaia  (signatures  on  file)* 


Michel  Alary,  MD,  PhD  Ernest  Drucker,  PhD 

Assistant  Professor  Professor  of  Epidemiology  and  Social 

Epidemiology  Research  Unit  Medicine 

Laval  University  Albert  Einstein  College  of  Medicine 

Quebec,  Quebec  Bronx,  NY 

Tarcisio  Mates  de  Andrade,  MD  Samuel  R.  Friedman,  PhD 

Assistant  Professor  Principal  Investigator 

Bahia  University  School  of  Medicine  National  Development  and  Research 
Salvador,  Brazil  Institutes,  Inc. 

New  Yori<  City,  NY 

Ricky  Bluthenthal,  MA  David  R.  Gibson,  PhD 

Project  Director  Associate  Adjunct  Professor 

Urban  Health  Study  University  of  California,  San  Francisco 
University  of  California,  San  Francisco 
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Benjamin  Bowser,  PhD 
Professor  of  Sociology 
California  State  University,  Hayward 


Patricia  Case,  MPH 
Department  of  Health  and  Social 

Behavior 
Harvard  School  of  Public  Health 
Boston,  MA 

Nick  Crofts,  MBBS,  MPH.  FAFPHM 
Macfarlane  Bumet  Center  for  Medical 

Research 
Fairfield  Hospital 
Melboume,  Australia 

Don  DesJarlais,  PhD 
Director  of  Research 
Beth  Israel  Medical  Center 
New  Yortc,  NY 

Graham  Hart,  BA,  PhD 
Assistant  Director 
Medical  Sociology  Unit 
Medical  Research  Council 
Glasgow,  Scotland 

Robert  Heimer,  PhD 
Associate  Research  Scientist 
Department  of  Epidemiology  and 

Public  Health 
Yale  University  School  of  Medicine 
New  Haven,  CT 


James  G.  Kahn,  MD,  MPH 
Assistant  Professor 
Institute  for  Health  Policy  Studies 
University  of  Califomia,  San  Francisco 

Kaveh  Khoshnood,  PhD 

Epidemiologist 

AIDS  Program 

Yale  University  School  of  Medicine 

New  Haven,  CT 

Alex  Krai,  MS 

Senior  Biostatistician/Epidemiologist 

Urban  Health  Study 

University  of  Califomia.  San  Francisco 


Alice  Gleghom,  PhD 
Adjunct  Assistant  Professor 
Johns  Hopkins  University 
Baltimore,  MD 

Joe  Guydish,  PhD,  MPH 
Assistant  Adjunct  Professor  of 

Medicine 
Institute  for  Health  Policy  Studies 
University  of  Califomia,  San  Francisco 

Holly  Hagan,  MPH 

Epidemiologist 

Seattle-King  County  Department  of 

Public  Health 
Seattle,  WA 

Catherine  Hankins,  MD,  MSc,  CCFP, 

FRCPC 
Public  Health  Epidemiologist 
Montreal  Regional  Public  Health 

Department 
Montreal,  Quebec 

Fabio  Mesquita,  MD 
Researcher 

University  of  Sao  Paulo 
Sao  Paulo,  Brazil 

Margaret  Millson,  MD,  MHSc,  FRCPC 

Assistant  Professor 

HIV  Social,  Behavioural  and 

Epidemiological  Research  Unit 
Faculty  of  Medicine 
University  of  Toronto 
Toronto.  Ontario 

Lincoln  E.  Moses,  PhD 
Professor  (Em)  of  Statistics 
Stanford  University  Palo  Alto,  CA 

Jacques  Nonmand.  PhD 
Study  Director 
Needle  Exchange  Study 
National  Academy  of  Sciences 
Washington,  DC 

Michael  V.  O'Shaughnessy,  PhD 

Director 

British  Columbia  Centre  for 

Excellence  in  HIV/AIDS 
St.  Paul's  Hospital 
Vancouver,  British  Columbia 


Peter  Lurie,  MD,  MPH  Denise  Paone,  EdD 

Assistant  Professor  Assistant  Professor 

Center  for  AIDS  Prevention  Studies  Beth  Israel  Medical  Center 

University  of  Califomia.  San  Francisco  New  Yori<,  NY 
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Needle  exchange  researchers  signing  the  letter  to 
Secretary  Shalala  (continued)* 


Arthur  L.  Reingold,  MD 

Professor  and  Head 

Division  of  Public  Health  Biology  and 

Epidemiology 
School  of  Public  Health 
University  of  California,  Berkeley 

Gerry  V.  Stinnson,  PhD,  MSc,  BSc 
Professor  of  Sociology  of  Health 

Behaviour 
Centre  for  Research  on  Drugs  and 

Health  Behaviour 
University  of  London,  England 

Jeff  Stryker,  BA 

Center  for  AIDS  Prevention  Studies 

University  of  California,  San  Francisco 


David  Vlahov,  PhD 

Associate  Professor  of  Epidemiology 

School  of  Public  Health 

Johns  Hopkins  University 

Baltimore,  MD 


Alex  Wodak,  MBBS,  FRACP,  FAFPHf^ 
Alcohol  and  Drug  Service 
St.  Vincent's  Hospital 
Sydney,  Australia 


Robert  W.  Wood,  MD 

Director 

AIDS  Control  Program 

Seattle-King  County  Department  of 

Public  Health 
Seattle,  WA 


Institutional  affiliation  for  identification  purposes  only 

Conclusions  &  Recommendations  of 

U.S.  Government-Funded  Reports  on  the 

EfTicacy  of  Needle  Exchange  Programs  (NEPs) 


Revoke  State 

NEPs  Reduce 

NEPs  Do  Not 

Revoke  Federal 

Prescription  & 

RSB9rt.Y¥ar 

HIV  Transmission 

NCOA.  1991 

Yes' 

Yes 

Yes 

Yes 

GAO.  1993 

Yes^ 

Yes 

N/A' 

N/A' 

UC.  1993 

Yes 

Yes 

Yes 

Yes 

CDC.  1993 

Yes 

Yes 

Yes 

Yes 

NAS.  1995 

Yes 

Yes 

Yes 

Yes 

OTA.  1995 

Yes 

Yes 

N/A' 

N/A' 

NCOA  =  National  Commijjion  on  AIDS 

GAO = General  Accounting  Office 

UC  =  University  of  California 

CDC =Centers  for  Disease  Control  and  Prevention         'Legal  barriers  precluding  needle  exchange  lead  to  increased  HIV  transmission 

NAS  =  National  Academy  of  Sciences  ' "~'"'  suggests  promise  as  an  AIDS  prevention  strategy" 

OTA=Ofrice  of  Technology  Assessment  The  OTA  and  GAO  reviewed  the  dau  without  making  policy  recommendations 
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THE  CLINTON  ADMINISTRATION'S  INTERNAL  REVIEWS  OF 
RESEARCH  ON  NEEDLE  EXCHANGE  PROGRAMS 

Thpse    "talicing   points"    were   provided   along   with   the   Clinton 
administration's    reviews,    but    their   origin    is    uncertain. 

Needle  exchange  talking  points 

Origins  of  the  University  of  California  study 

Former  drug  czar  Bob  Martinez  and  fonmer  Centers  for  Disease  Control  (CDC)  director 
Bill  Roper  decide  in  Summer  '91  that  objective  review  of  data  on  needle  exchange 
programs  (NEPs)  is  needed 

University  of  Califomia  (UC),  Berkeley  and  UC  San  Francisco  agree  to  do  the  work 

Study  is  funded  by  CDC  through  a  Cooperative  Agreement  with  the  Association  of 
Schools  of  Public  Health 

Pis  are  Arthur  Reingold  (UC  Berkeley)  and  Philip  R.  Lee  (UC  San  Francisco) 

Lee  leaves  7/1/94  to  be  Assistant  Secretary  for  Health;  replaced  as  PI  by  Peter  Lurie, 
formerly  Project  Director 

Approximate  total  cost  of  study:  $400,000 

Work  begins  4/1/92 

The  University  of  Califomia  study 

3  volumes,  >700  pages 

Entailed  review  of  2000  documents,  visits  to  23  programs  In  15  cities  in  4  countries. 
Interviews  with  almost  250  indlvkjuals,  mall  survey  of  programs  not  visited, 
mathematical  modeling  of  cost-effectiveness 

Conclusions: 

•  'available  [data]  provide  no  evidence  that  needle  exchange  programs  Increase  the 
amount  of  drug  use  by  needle  exchange  program  clients  or  change  overall  community 
levels  of  non-injection  and  injection  drug  use."  (page  18  of  report  Summary) 

•  Multiple  lines  of  evidence  suggest  that  it  is  "likely"  that  NEPs  decrease  the  rate  of  new 
HIV  infection:  (page  26) 

1.  Biologic  plausibility;  removing  potentially  infected  syringes  from  circulation  and 

replacing  them  with  clean  ones  must  decrease  new  infections 

2.  Behavioral  data:  10/14  studies  showed  a  decrease  In  HIV  risk  behavior  (the 

sharing  of  syringes)  and  none  showed  an  Increase 

3.  Three-  to  four-fold  decrease  In  new  hepatitis  B  Infections  [with  later  data  this 

increased  to  seven-  to  eight-fold  for  hepatitis  B  and  C  infection] 

4.  Mathematical  models  from  New  Haven  (33%  decrease  in  new  HIV  infections) 

and  by  the  UC  study  modeler  (15-17%) 

Recommendations  (page  27): 
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•  The  federal  government  should  repeal  the  ban  on  the  use  of  federal  funds  for  needle 
exchange  services." 

•  "Substantial  federal  funds  should  be  committed  to  both  providing  needle  exchange 
services  and  to  expanding  research  into  these  programs." 

•  "State  governments  in  the  ten  states  and  the  District  of  Columbia  that  have 
prescription  laws  should  repeal  these  laws." 

•  "States  should  repeal  the  paraphernalia  laws  as  they  apply  to  syringes." 
Report  released  9/30/93 

About  12,000  copies  of  various  volumes  of  the  report  distributed 

The  first  review 

On  October  15,  1993,  Jo  Boufford,  Principal  Deputy  Assistant  Secretary  for  Health 
(Lee's  office),  writes  to  CDC  Director  David  Batcher  requesting  a  review  of  the  UC 
report  and  providing  opinions  and  recommendations  for  federal  action  in  response  to 
needle  exchange 

GDC  consults  with  NIH  (NIDA),  FDA.  HRSA  and  SAMSHA  (Substance  Abuse  Mental 
Health  Sen^ices  Administration).  Their  comments  are  attached  as  tabs  to  the  review. 

Conclusions: 

•  "The  UC  research  team  has  done  a  careful  and  scientifically  sound  compilation  and 
review  of  all  the  available  data  on  needle  exchange  and  the  availability  of  needles  and 
syringes  to  injection  drug  users."  (page  1)  The  UC  team  used  stringent  scientific 
standards  in  its  analysis  and  interpretation  of  the  collected  published  and  unpublished 
studies ...  The  UC  report  is  the  most  extensive  and  comprehensive  study  of  needle 
exchange  ever  published."  (page  6) 

•  After  reviewing  several  lines  of  evidence  similar  to  the  four  points  listed  above,  the 
review  concludes:  Taken  together,  these  observations  indicate  that  NEPs  are  likely  to 
reduce  HIV  transmission,  even  though  the  epidemiologic  studies  of  NEPs  do  not 
definitively  demonstrate  decreases  or  increases  in  HIV  transmission."  (page  2)  "Several 
findings  strongly  support  the  conclusion  that  NEPs  reduce  HIV  transmission."  (page  10) 

•  "No  data  exists  indicating  increases  related  to  NEPs  in  either  drug  use  or  in  the 
number  of  discarded  syringes."  (page  2)  "We  agree  with  the  UC  team  conclusion  that 
available  data  are  quite  limited  but  provide  no  evidence  of  any  NEP-related  increases  in 
community  levels  of  dmg  use."  (page  10) 

• "...  we  believe  that  the  benefits  of  NEPs  as  a  component  of  a  comprehensive  HIV 
prevention  program  for  drug  users  exceed  the  theoretical  risks  of  such  programs."  (page 
2) 
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•  "We  conclude  that  the  ban  on  Federal  funding  of  NEPs  should  be  lifted  to  allow 
communities  and  States  to  use  Federal  funds  to  support  NEPs  as  components  of 
comprehensive  HIV  prevention  programs."  (page  2) 

•  "We  also  recommend  that  States  consider  the  repeal  of  laws  requiring  a 
physician's  prescription  to  buy  needles  and  syringes  and  the  removal  of  criminal 
penalties  for  the  possession  of  needles  and  syringes"  (page  2) 

Fate  of  the  first  review 

Review  signed  by  Batcher  and  sent  to  Boufford  on  December  10. 1993 

Review  has  never  been  made  public 

Rep.  Henry  Waxman  obtained  a  copy,  but  only  under  condition  that  it  not  be  released  to 
the  public 

Review  not  disclosabie  under  the  Freedom  of  Information  Act;  a  request  by  San 
Francisco  Chronicle  for  the  review  was  denied  recently 

Only  real  press  coverage  is  reference  to  the  coverup  on  CNN  in  August  1994  and  in 
San  Francisco  Chronicle  in  December  1994. 

The  second  review 

In  fall  1994,  Brian  Biles  of  the  Office  of  the  Assistant  Secretary  for  Health,  wrote  to  CDC 
asking  for  an  update  on  infomiation  since  the  University  of  California  Report 

This  second  review,  much  shorter  and  less  expansive  than  the  first  review,  is  sent  to  the 
Associate  Director  for  HIV/AIDS  (James  Cun-an)  by  the  Assistant  Director  for  Substance 
Abuse  and  HIV  Prevention  (T.  Stephen  Jones)  on  November  22, 1994,  and  presumably 
forwarded  on  to  the  Office  of  the  Assistant  Secretary  for  Health 

The  review  contains  the  following: 

•  Summary  of  new  evidence  from  New  York  City  showing  a  decrease  in  HIV 
transmission  among  NEP  clients  that  concludes  that  "although  the  numbers  are  small, 
the  evidence  is  plausible."  (page  1} 

•  Three  additional  studies  with  evidence  of  decreases  in  HIV  risk  behavior  (page  3) 

•  No  evidence  of  increased  drug  use  In  a  San  Francisco  study  (page  3) 

•  New  data  showing  that  the  decrease  in  hepatitis  B  and  C  Infections  associated  with 
needle  exchange  is  now  seven-  to  eight-fold.  "This  study  demonstrates  more  clearly 
than  any  previous  research  that  use  of  NEPs  is  associated  with  decreases  In 
blood-borne  infections."  (page  4) 
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•  Data  from  Montreal  showing  higher  HiV  infection  rates,  higher  rates  of  HIV  risk 
behaviors  and  higher  rates  of  new  HIV  infection  among  NEP  clients  that  "require  further 
study."  (page  5)  This  finding  is  most  reasonably  interpreted  as  showing  that  NEPs  are 
reaching  the  drug  users  at  highest  risk  for  HIV  (a  good  thing). 

•  No  formal  recommendations  with  respect  to  federal  policy 

•  The  existence  of  this  review  has  never  been  made  public 


Public  health  significance 

Approximately  1/3  of  all  AIDS  cases  occur  among  Injections  daig  users,  their  sex 
partners  and  their  children. 

Only  about  15%  of  injectors  are  in  drug  treatment  on  any  given  day. 

Over  10.000  drug  users,  their  sex  partners  and  their  children  contract  HIV  each  year. 
This  Is  1-2  preventable  HIV  infections  per  hour.  Needle  exchange  may  decrease  new 
HIV  infections  by  33%,  according  to  the  New  Haven  mathematical  model. 


236 


DEPARTMENT  OF  HEALTH  &  HUMAN  SERVICES  PuttlcH.am,  S«v«o. 


C«ntafS  (or  DIsmm  Control 

arvj  Pr«v«mlon  (CDC) 
Atlanta  OA  30333 
Daceabttr   10,    1993 


l^yre  TO  JQ  TY^  HonyroRD 

ffTTttnrcT-     R«vi«w  of  Univ«r«ity  o«  California  Report  on  Naedl* 
SUBJECT.     Rj^JIgrand  JlcoiJndationa  on  N.edle  Exchange 

««  n^*.r,h«r  IS  vou  raouBBtad  that  the  Center*  for  Diseaee  Control 

Sd'ir:v:ntion'T«cr'?:;s;  the  "«iY--g  ^L'tid'""""^  "• 

report  on  needle  exchange  and  provide  opinions  J"*^    -   . 
recoaaendationa  for  Federal  action  in  response  to  needle 
exchange. 

The  OC  report  and  recoBBendatione  were  reviewed  by  COC  staff . 
Sc  also  ?eque.ted  and  received  coannents  on  t^JJC  report  and 
recommendations  for  needle  exchange  from  the  National  Institutes 
of  Health,  the  Substance  Abuse  Mental  Health  Services 
Sdmlnistrition.  the  Health  Services  and  Reeources  Administration, 
iS  thJ^ood  aid  Dwg  Adainistration.  The  comments  attached  to 
S2  S^ilS  Se?e  p;"idid  by  the  Principal  AIDS  Coordinators  of 
the  four  agencies.   Directors  of  these  agencies  have  not  been 
asXed  for  final  concurrence  on  the  review. 

I  am  pleased  to  submit  the  attached  revipv-fTab  A) . 


SKVid   Batcher 

JS'?^*Seview  of  university  of  California  ;«PO?:j  "^  N"dl« 
Exchange  and  Recommendations  on  Needle  Exchange 
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REVIEW  07  nHIVERSITY  OF  CALZFORHXA  REPORT  OH  NEEDLE  EXCEAHGk 
AHD  RBCOXKEZIDATIONS  ON  NEEDLE  EXCHANOE 


1.   ISSUE 

On  October  15,  1993,  the  Principal  Deputy  Assistant  Secretary  for 
Health  requested  that  the  Centers  for  Disease  Control  and 
Prevention  (CDC)  review  the  University  of  California  (UC) 
research  report  on  needle  exchange  (executive  suaaary  at  Tab  A) 
and  provide  reconnnendations  and  opinions  on  Federal  action  in 
response  to  needle  exchange  to  the  Principal  Deputy  Assistant 
Secretary  for  Health  and  the  Surgeon  General. 

The  UC  report  and  recomiBendations  were  reviewed  by  CDC  staff. 
The  CDC  also  requested  and  received  connnents  on  the  UC  report  and 
recommendations  and  opinions  on  Federal  action  in  response  to 
needle  exchange  from  the  National  Institutes  of  Health  (NIH) 
(Tab  B) ,  the  Substemce  Abuse  Mental  Health  Services 
Administration  (SAHHSA)  (Tab  C) ,  the  Health  Services  and 
Resources  Administration  (HRSA)  (Tab  D) ,  and  the  Food  and  Drug 
Administration  (FDA)  (Tab  E) .   Comments  on  this  report  to  you 
were  also  recjuested  from  these  agencies.   The  agencies  were  not 
asked  for  final  concurrence  on  the  CDC  response.   The  attached 
comments  (Tabs  B-E)  ware  provided  by  the  Principal  AIDS 
Coordinators  of  the  four  agencies. 

2.   StnOOKY 

The  UC  research  tezun  has  done  a  careful  and  scientifically  sound 
compilation  and  review  of  all  the  available  data  on  needle 
exchange  and  the  availability  of  needles  and  syringes  to 
injection  drug  users  (IDUs) .   The  UC  team  also  gathered  new  data 
through  surveys  of  needle  exchange  programs  (NEPs) ,  key  informant 
interviews,  and  focus  groups  of  IDUs. 

NEPs  are  intended  to  decrease  human  immunodeficiency  virus  (HIV) 
transmission  associated  with  injection  drug  use  by  replacing 
used,  potentially  HIV-infected  syringes  with  sterile  ones.   They 
also  can  help  IDUs  obtain  drug  treatment  and  other  public  health 
services.   The  emergence  of  more  than  three  dozen  NEPs  in  the 
United  States  suggests  an  increasing  acceptance  of  these  programs 
as  part  of  a  community  response  to  the  dual  epidemics  of 
injection  drug  use  and  HIV  infection.   However,  in  some 
communities,  NEPs  have  been  very  controversial.    Some  law 
enforcement,  drug  treatment,  and  community  leaders  are  concerned 
that  these  programs  give  "the  wrong  message"  about  drug  use  and 
may  reduce  law  enforcement  agencies'  ability  to  combat  drug  use 
and  associated  violence.   Other  concerns  are  that  NEPs  have  not 
been  shown  to  be  effective  in  eliminating  HIV  transmission  and 


may  draw  scarce  resotirces  away  from  other,  possibly  more 
effective,  prograjns  such  as  drug  treatment. 

The  CDC  concvLTS  with  the  UC   findings  that  (1)  NEPs  are  effective 
in  ressoving  used,  sonetimes  HXV-contaminated  needles  and  syringes 
from  circulation  and  replacing  them  with  sterile  ones,  (2)  IDOs 
using  NEPs  decrease  HIV  drug-rislc  behaviors  (e.g.,  decreased 
sharing  of  injection  equipment,  decreased  frequency  of 
injection),  (3)  NEPs  are  effective  in  recruiting  IDUs  to  enter 
drug  treatment,  (4)  HIV  prevalence  in  syringes  returned  to  NEPs 
decreases,  and   (5)  mathematical  models  of  NEPs  estimate 
substantial  decreases  in  HIV  trzmsmission  among  NEP  clients. 
Taken  together,  these  observations  indicate  that  NEPs  are  likely 
to  reduce  HIV  transmission,  even  though  the  epidemiologic  studies 
of  NEPs  do  not  definitively  demonstrate  decreases  or  increases  in 
HIV  transmission.  The  existing  epidemiologic  studies  are  limited 
in  their  ability  to  detect  such  changes.  No  data  exists 
indicating  increases  related  to  NEPs  in  either  drug  use  or  in  the 
number  of  discarded  syringes.   We  endorse  the  UC  report 
recommendation  that  additional  research  and  evaluation  on  NEPs  is 
a  high  priority  to  further  assess  the  impact  of  these  programs 
and  the  relative  effectiveness  of  various . models  of  delivery  of 
NEP  services. 

Two  other  issues  have  prompted  reconsideration  of  Federal  policy 
on  needle  exchange:   (1)  the  magnitude  of  the  HIV  epidemic  euaong 
IDUs  and  the  related  epidemics  among  their  sex  paurtners  and 
newborns  in  many  areas  of  this  country  and  (2)  the  limitations  of 
alternative  intervention  options  to  prevent  drug-related  HIV 
transmission  (e.g.,  limited  capacity  of  drug  treatment  available 
to  IDUs  and  limitations  of  bleach  disinfection  of  injection 
equipment) .   Based  on  these  observations  and  the  weight  of  data 
presented  in  the  UC  report,  we  believe  that  the  benefits  of  NEPs 
as  a  component  of  a  comprehensive  HIV  prevention  program  for  drug 
users  exceed  the  theoretical  risks  of  such  programs.   We  conclude 
that  the  ban  on  Federal  funding  of  NEPs  should  be  lifted  to  allow 
communities  and  States  to  use  Federal  funds  to  support  NEPs  as 
components  of  comprehensive  HIV  prevention  programs.   We 
recommend  that  NEPs  receiving  Federal  funds  be  linked  to 
substance  abuse  treatment  programs  and  other  HIV  prevention 
services.   We  also  recommend  that  such  programs  be  required  to 
include  evaluation  components  to  validate  their  effectiveness. 

Increasing  the  ability  of  IDUs  to  obtain  and  possess  sterile 
needles  and  syringes  should  decrease  HIV  transmission  for  those 
who  will  not  or  cannot  stop  injecting  drugs.   Therefore,  we  also 
recommend  that  States  consider  the  repeal  of  laws  requiring  a 
physician's  prescription  to  buy  needles  and  syringes  and  the 
removal  of  criminal  penalities  for  the  possession  of  needles  and 
syringes,  while  maintaining  the  criminal  penalties  on  other  drug- 
use  equipment.   Additional  evaluation  of  these  interventions  is 


crucial. 

3 .   BXCXGEOUin) 

Tba  substantial  rola  of  injaotlon  Axrag   use  in  tha  Hr7/AI08 
apidaaic 

One-third  of  reported  U.S.  AIDS  c^ses  are  related  directly  or 
indirectly  to  injection  drug  use.   A  disproportionate  number  of 
AIDS  cases  among  people  of  color  in  the  United  States  is  related 
to  injection  drug  use.   In  1992,  almost  half  of  all  AIDS  cases 
reported  among  African  Americans  (49  percent)  and  Hispanics  (48 
percent)  were  directly  or  indirectly  related  to  injection  drug 
use. 

The  majority  of  reported  AIDS  cases  among  women  and  children  in 
the  United  States  are  related  to  injection  drug  use.   Among  adult 
and  adolescent  women  reported  with  AIDS  in  this  country,  nearly 
three-quarters  (71  percent)  were  directly  or  indirectly  related 
to  injection  drug  use;  50  percent  of  women  with  AIDS  reported 
injecting  drugs  and  an  additional  21  percent  reported  sexual 
contact  with  a  male  who  injected  drugs.   Two-thirds  (66  percent) 
of  children  with  perinatally  acquired  AIDS  had  mothers  who 
reported  injecting  drugs  themselves  and/or  having  sex  with  an 
IDD. 

Preventing  HIY/AIDS  aaaociatad  with  injection  drug  use 

Use  of  drug  injection  equipment  (especially  needles  and  syringes) 
by  more  than  one  person  (often  called  "sharing"  or  "multiperson 
use")  is  the  primary  mechanism  for  the  spread  of  HIV  related  to 
injection  drug  use.   Sexual  t'^ansmission  among  IDUs  also  occurs. 
Several  cultural  and  social  factors  are  associated  with  the 
multiperson  use  of  needles  and  syringes  and  other  injection 
equipment.   However,  legal  restrictions  on  the  purchasing  and 
possession  of  needles  and  syringes  by  IDUs  are  central  factors  in 
the  multiperson  use  of  needles  and  syringes.   IDUs'  access  to  and 
legal  ability  to  possess  sterile  needles  and  syringes  are  limited 
by  a  variety  of  State  and  Federal  laws,  including  (1) 
prescription  laws,   (2)  drug  paraphernalia  laws,  and  (3)  the 


AIDS  caaea  asaociated  with  injaction  drug  uaa  include  AIDS  caaea  anon? 
a)  hecaroaaxual  men  and  all  wooan  who  reporc  injeecln?  druga,  b)  men  who  have 
aex  with  man  who  aiao  inject  druga,  c)  men  and  women  who  do  not  inject  druga 
but  have  hateroaexuaX  relationa  with  drug  injectora,  and  d)  newborn  children 
whoaa  mothara  inject  druga  or  have  aex  with  male  drug  injectora. 

K   State  law  that  requirea  a  phyaician'a  preacription  aa  a  condition  for 
•ale  of  needlea  and  ayringea  in  pharmaciea  (in  10  Statea  and  the  Oiatrict  of 
Columbia). 
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Federal  Hail  Order  Drug  Paraphernalia  Control  Act.   In  States 
without  prescription  laws,  the  selective  refusal  of  some 
phazmacists  to  sell  needles  and  syringes  to  persons  who  night  be 
IDUs  is  an  additional  barrier. 

In  its  July  1991  repoirt  on  "The  Twin  Epideaics  of  Substance  Use 
and  HIV,"  the  National  Comaission  on  AIDS  recomnended:  "Remove 
legal  bairriers  to  the  purchase  and  possession  of  injection 
equipment.   Such  legal  barriers...  limit  the  availability  of 
new/clean  injection  equipment  and  therefore  encourage  the  sharing 
of  injection  equipment,  and  the  increase  in  HIV  transmission." 

Prevention  and  treatment  for  drug  dependency  amd  addiction  are 
important  HIV  prevention  strategies.   However r  only  10  to  20 
percent  of  all  drug  users  are  in  drug  treatment  programs  at  any 
given  time.   Drug  treatment  capacity  is  not  expected  to  increase 
substantially  in  the  near  future,  and  the  capacity  will  remain 
smaller  than  that  required  to  provide  drug  treatment  for  all  who 
need  it  and  are  willing  to  start.   In  addition,  a  substantial 
proportion  of  IDUs  are  unable  or  unwilling  to  stop  injecting 
drugs  and  start  drug  treatment. 

Outreach  programs  are  another  component  of  HIV  prevention  * for 
IDUs.   In  addition  to  providing  condoms  and  advising  drug  users 
to  start  drug  treatmentand  to  decrease  drug  use,  since  the  mid- 
19B0S,  outreach  workers  have  advocated  the  use  of  household 
bleach  to  disinfect  drug-injection  equipment  (particulaurly 
needles  and  syringes).   In  April  1993,  the  CDC,  the  Center  for 
Substance  Abuse  Treatment  (CSAT)  of  SAMHSA,  and  the  National 
Institute  on  Drug  Abuse  (NIDA)  of  NIH  issued  an  HIV  Prevention 
Bulletin  describing  the  limitations  of  bleach  disinfection  of 
needles  and  syringes  and  indicating  that  (1)  sterile,  never-used 
needles- and  syringes  are  safer  than  bleach-disinfected, 
previously  used  needles  and  syringes  and  (2)  bleach  disinfection 
is_ useful  only  when  there  is  no  other  safer  option.   In  this 
statement,  Public  Health  Service  (PHS)  agencies  clearly  pointed 
out  the  limitations  of  one  of  the  few  HIV  risk-reduction 
interventions  for  IDUs  who  share  needles  and  syringes. 


A  state  (or  local)  law  that  placaa  criminal  penalties  on  the  poeaeeaioa 
and  diatribution  of  neadlea  and  ayringea  and  other  equipaent  uaed  in  the 
conaumption  or  manufacture  of  druga  (in  46  Statea  and  the  Oiatrict  of 
Columbia) . 

The  Act  ineludea  needlea  and  ayringea  in  the  liat  of  drug  paraphernalia 
that  cannot  be  tranaported  by  tha  U.S.  Poatal  Serrica  or  any  other  meana  of 
interatate  conveyance. 
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4.  LZGXL   RSBTRXCTZ0H8  OH  FEDERAI.  FUNDZXS  O?  MBBOLB  EXCH3UI0B 
PROGRAMS  ZH  TBZ  DNZTED  8TAT2S 

Congress  has  included  provisions  in  at  least  six  lavs  restricting 
the  use  of  Federal  funds  for  NEFs.   For  exzunple,  the  FY  1994 
Appropriations  Act  for  the  Department  states  that  "no  funds 
appropriated  under  this  Act  shall  be  used  to  carry  out  any 
program  of  distribution  of  sterile  needles  for  hypodermic 
injection  of  any  illegal  drug,  unless  the  Surgeon  General  of  the 
United  States  determines  that  such  programs  are  effective  in 
preventing  tbe  spread  of  HIV  and  do  not  encourage  the  use  of 
illegal  drugs,  except  that  such  funds  may  be  used  for  such 
purposes  in  furtherance  of  demonstrations  or  studies  authorized 
in  the  ADAMHA.  Reorganization  Act  (Ptiblic  Lav  102-321).'* 

5.   THB  nHXVZRSITY  OF  CALIFORNIA  REPORT  ("TEB  PUBLIC  HEALTH 

IKPACT  OF  NEEDLE  EXCHANGE  PROGRAMS  IN  THE  UNITED  STATES  AND 
ABROAD**) 

This  project  was  carried  out  by  a  team  of  researchers  at  the 
School  of  Public  Health  of  the  University  of  California, 
Berkeley,  and  the  Institute  for  Health  Policy  studies  at  the 
University  of  California,  San  Francisco.  The  study  began  in 
April  1992  and  was  supported  by  funds  from  the  CDC  through  a 
cooperative  agreement  with  the  Association  of  Schools  of  Public 
Health. 

The  project  staff  gathered  nearly  2,000  "data  sources,"  including 
journal  articles  (475) ,  conference  abstracts  (381) ,  reports 
(236),  and  unpublished  materials  (159).   Between  May  and 
September  1992,  the  team  carried  out  site  visits  to  15  cities  (10 
in  the  United  States,  3  in  Canada,  and  2  in  Europe).   During 
these  site  visits,  structured  observations  of  3  3  needle  exchange 
sessions  were  made.   In  addition,  110  key  informants  (including 
NEP  staff,  public  health  officials,  and  community  leaders 
supporting  and  opposing  the  NEP)  were  interviewed,  and  18  focus 
groups  of  clients  and  non-clients  of  theNEPs  (129  IDUs 
participated  in  the  focus  groups  or  individual  interviews)  were 
held  by  the  UC  project  staff.   UC  project  staff  obtained 
extensive  information  on  the  budgets  of  the  HEPs  visited.   To 
obtain  a  more  complete  picture  of  the  NEPs  in  the  United  States, 
the  project  staff  conducted  a  postal  survey  of  2  0  NEPs  not 
visited. 

The  major  findings  of  the  UC  study  are  presented  in  a  Summary, 
Conclusion,  and  Recommendations  document  (43  pages)  .   The 
detailed  analysis  and  findings  of  the  UC  study  are  presented  in 
Volume  One  (519  pages).   Volume  Two,  a  city-by-city  description 
of  NEP  activities  and  related  information  from  the  site  visits  to 
nine  U.S.  and  three  Canadian  cities,  will  be  available  in  late 
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December  1993. 

Drafts  of  all  chapters  of  the  UC  report  were  reviewed  by  a 
distinguished  panel  of  expert  reviewers  representing  a  range  of 
opinions  on  needle  exchange  (Dr.  Mindy  Fullilove,  Or.  Don  Des 
Jarlais,  Dr.  Ed  Kaplan,  Dr.  Herbert  Kleber,  Dr.  Douglas  Owens, 
Dr.  Beny  Priam,  and  Ms.  Bath  Weinstein) . 

The  UC  team  used  stringent  scientific  stand2u:ds  in  its  analysis 
and  interpretation  of  the  collected  published  and  unpiiblished 
studies  on  NEPs  and  needle  and  syringe  availability.   The  UC 
report  is  the  most  extensive  and  comprehensive  study  of  needle 
exchange  ever  published. 

6.   mSEDLZ  EXCHANGE  PROGSAMS  ZH  TEE  OHZTED  STATES  AlIS  CAHADA 

The  information  in  this  section  on  NEPs  in  the  United  States  and 
Canada  is  derived  from  the  UC  report. 

The  first  NEP  to  provide  comprehensive  services  in  the  United 
states  opened  in  1988  in  Tacoma,  Washington.   As  of 
September  1,  1993,  there  were  at  least  37  NEPs  operating  in  30 
cities  in  12  States.   By  June  1993,  more  than  5.4  million 
syringes  had  been  distributed  (almost  always  in  exchange  for  used 
syringes)  by  NEPs  in  the  United  States.   In  calendar  year  1992, 
U.S.  NEPs  distributed  more  than  2.4  million  syringes. 

Needle  exchange  has  provoked  intense  political  debate  at  the 
national  level  and  in  some  States  (e.g.,  California,  New  YorX) 
and  cities  (e.g.,  Baltimore,  New  York  City,  Boston,  Berkeley). 
Nonetheless,  in  many  cities  (e.g.,  Seattle,  Tacoma,  San 
Francisco,  Honolulu,-  New  Havenr) ,  large-scale  NEPs  have  been 
established  with  substantial  community  support.   In  New  YorJc 
City,  after  years  of  intense  political  debate,  five  NEPs  were 
legally  opened  in  1992  and  now  distribute  about  one  million 
syringes  a  year.   The  UC  team  collected  U.S.  public  opinion  polls 
that  included  questions  regarding  needle  availalii'llty"  and  needle 
cleaning.  These  public  opinion  polls  indicate  that  approximately 
half  of  the  general  public  has  supported  harm  reduction  efforts, 
including  needle  cleaning,  legalization  of  needles  sales,  needle 
exchange,  and  needle  distribution.   While  this  piiblic  support  has 
tended  to  increase  over  time  and  has  been  somewhat  higher  for 
needle  exchange  than  for  needle  distribution,  needle  exchange 
remains  a  controversial  issue. 

Substantial  variations  exist  among  U.S.   NEPs  in  legal  status, 
administrative  structure,  and  sources  of  funding.   Nineteen  U.S. 


243 


NEPs  are  "legal,"   ei^^t  are  "illegal-tolerated,"  and  six  are 
"illegal-underground."   Six  U.S.  NEPs  are  administered  by  state 
or  local  governments,  six  by  comnxinity-based  organizations  (CBOs) 
with  government  sponsorship,  eight  by  CBOs  without  government 
sponsorship,  and  thirteen  by  what  the  UC  report  called  "activist" 
organizations.   Private  donations  are  a  major  source  of  funding 
at  19  U.S.  MEPs,  more  than  any  other  source  of  funding.   Fotirteen 
NEPs  are  financially  supported  by  foundation  grants,  12  by  funds 
from  a  CBO  and/or  activist  organization  administering  the  NEP,  12 
by  city  or  county  government,  and  4  by  State  governments. 
Fifteen  U.S.  NEPs  depend  entirely  on  volunteer  staff,  and  all  but 
seven  NEPs  use  volvmteers.   Twenty-seven  of  33  U.S.  NEPs  surveyed 
or  visited  have  "one-for-one  rules"  (one  sterile  syringe  is  given 
out  for  each  syringe  turned  In).   Seventeen  NEPs  provide  "starter 
needles"  (one  or  more  (usually  <three]  syringes  provided  to  new 
NEP  clients  without  requiring  turn-in  of  used  syringes) .   Ten 
NEPs  have  limits  on  the  niimber  of  syringes  that  can  be  exchanged. 
Rules  governing  the  exchange  procedures  are  generally  well' 
enforced. 

U.S.  NE3»s  serve  ethnically  diverse  IDU  populations  that  generally 
reflect  local  ethnic  and  racial  patterns.   The  mean  age  of  U.S. 
NEP  clients  ranges  from  33-41  years  with  a  mean  diuration  of  drug 
injection  ranging  from  7-20  years.   NEPs  successfully  reach  IDUs 
who  are  not  enrolled  in  drug  treatment,  with  studies  in  the 
United  States  reporting  one-third  to  one-half  of  NEP  clients 
having  no  prior  exposure  to  drug  treatment.   N£?  clients  are  at 
significant  risk  for  drug-related  HIV  transmission  with  10  to  60 
percent  reporting  some  needle  sharing  and  about  one-third 
reporting  sharing  needles  in  the  month  preceding  interview. 

U.S.  NEPs  are  reaching  thousands  of  IDUs  in  the  3  0  cities  in 
which  they  operate.   In  addition  to  needle  exchange,  a  variety  of 
public  health  services  are  provided  on  site  or  are  available  by 
referral,  including  drug  treatment,  HIV  counseling  and  testing, 
primary  medical  care,  tuberculosis  and  sexually  transmitted 
disease  screening  and  treatment,  and  social  services.   The  UC 
teaun  found  that  among  NEPs  visited  with  data  on  these -activities, 
six  NEPs  had  referred  more  than  2,000  drug  users  to  drug 
treatment  and  that  more  than  800  drug  users  had  started  drug 
treatment  after  referral  by  fotir  NEPs. 


An  KEP  In  a  Stat*  that  doaa  not  hav*  a  praaeriptlon  law  or  an  NEP  that 
haa  a  spaeifle  axeaptlon  to  th«  praaeriptlon  law. 

In  a  Stata  with  a  praaeription  law,  an  NEP  which  a  locally  elected  body 
(8.9.,  city  council)  haa  voted  to  support  or  approve. 

Zn  a  Stata  with  a  prescription  law,  an  illegal-underground  NEP  which 
has  not  bean  supported  by  a  locally  elected  body. 
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The  median  annual  budget  of  U.S.  and  Canadian  needle  exchange 
programs  visited  is  relatively  low  at  $169,000,  with  government- 
run  programs  tending  to  have  larger  budgets.   Some  NEPs  are  more 
Expensive  because  they  also  provide  substantial  additional 
services  such  as  drug  treatment  referrals. 

The  UC   team  extensively  reviewed  the  previously  published 
mathematical  models  that  estimated  the  impact  of  NEPs  on  HIV 
transmission,  and  developed  additional  models  of  the 
effectiveness  and  cost-effectiveness  of  KEPs  in  the  United 
States.   These  efforts,  in  agreement  with  other  independent 
reviews  (e.g.,  the  General  Accounting  office  [GAO]  review), 
confirmed  the  theoretical  and  technical  validity  of  the  model 
used  to  estimate  the  impact  of  the  Hew  Haven  NEF.   Applied  to 
other  cities,  a  simplified  version  of  this  model  predicted 
reductions  ranging  from  17  to  70  percent  in  new  drug-related  HIV 
infections  among  NEP  clients.   In  one  of  the  cities,  the 
estimated  cost-per-HXV-infection-averted  by  NEPs  was  between 
$3,700  and  $12,000.   These  estimated  costs  of  preventing  an  HIV 
infection  compare  very  favorably  with  the  costs  of  other  life- 
saving  programs  and  are  much  less  than  the  present  value  of  the 
lifetime  costs  of  medical  care   for  a  person  with  HIV  infection 

($119,000). 

The  UC  report  also  reviews  the  development  of  NEPs  in  Canada, 
where  the  federal  government  provided  leadership  and  initial 
funding  (requiring  provincial  matching  funds)  for  HIV  prevention 
programs  for  drug  users,  including  NEPs.   In  Canada  all  NEPs  are 
legal,  and  there  has  been  very  limited  community  or  professional 
opposition  to  the  NEPs.   Since  the  first  Canadian  NEPs  were 
opened  in  1989,  the  number  of  cities  with  active  NEPs  has 
steadily  increased  to  a  total  of  28  cities  in  early  1993.   More 
than  2.5  million  syringes  were  distributed  through  December  1992 
by  the  five  Canadian  NEPs  visited  by  the  UC  team. 

7.   IKFACT  OF  NEEDLE  EXCHANGE  PROGRAM^  ON  DRUG  USE 

Accurate  measurement  of  drug  use  patterns  and  numbers  of  drug 
users  in  communities  is  technically  very  challenging,  in  part 

because  drug  use  is-an  illegal  activity.   Therefore,  it  is     

extremely  difficult  to  quantitatively  assess  the  impact  of  NEPs 
on  community  drug  use. 

The  UC  report  provides  data  on  both  the  behavior  of  NEP  clients 
and  community  measures  of  drug  use.   The  UC  report  clearly 
documents  that  substantial  numbers  of  IDUs  (both  clients  and  non- 
clients  of  the  NEP)  have  been  referred  to  drug  treatment 
progreutts,  a  substantial  step  in  reducing  drug  use  by  those 
individuals  and  in  the  community.   The  UC  report  presents  the 
results  of  2  6  evaluations  in  the  United  States  and  abroad  that 
provide  information  on  changes  in  drug-risk  behavior  among  IDUs 
who  were  using  NEPs;  16  of  the  26  were  judged  to  be  of 
acceptable  scientific  quality.   Although  not  definitive,  the 
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majority  of  these  studies  found  that  drug-related  risk  behaviors 
for  HIV  transmission  were  significantly  reduced  among  HEP 
clients. 

In  addition,  the  UC  team  reviewed  national  drug  use  indicators 
and  the  findings  of  IDU  focus  groups.   The  limited  data  for  U.S. 
cities  with  HEPs  from  the  Drug  Abuse  Warning  Network  (DAWN)  ,  Drug 
Use  Forecasting  (DUF)  system,  and  Uniform  Crime  Reports  do  not 
show  clear  trends  in  patterns  of  drug  use  in  those  cities  with 
NEPs.   The  IDU  focus  groups  conducted  in  cities  with  NEPs 
consistently  indicated  that  the  paurticipants  believed  that  NEPs 
would  have  little  effect  on  drug  use  in  the  community. 

We  agree  with  the  UC   team  conclusion  that  available  data  are 
quite  limited  but  provide  no  evidence  of  any  NEP-related 
increases  in  community  levels  of  drug  use.   However,  the 
limitations  of  both  availzUile  research  methods  and  existing  data 
addressing  this  issue  underline  the  need  for  continuing 
evaluation  and  research  on  the  impact  of  NEPs  on  drug  use. 
Ad(kitional  evaluation  and  research  and  the  development  of  new 
research  methods  in  this  area  should  be  a  component  of  Federally 
supported  NEPs. 

A  key  concern  of  NEP  opponents  is  that  these  programs  will 
directly  or  indirectly  increase  drug  use.   Opponents  view  NEPs  as 
directly  increasing  drug  use  by  providing  the  means  (needles  and 
syringes)  to  inject  drugs.   They  also  see  NEPs  as  indirectly 
promoting  drug  use  by  appearing  to  condone  and  facilitate  drug 
use  and  thereby  undermining  the  credibility  of  society's  message 
that  using  drugs  is  illegal,  unhealthy,  and  morally  wrong. 
However,  no  study  in  the  United  States  or  abroad  was  found  that 
showed  that  NEPs  increase  community  drug  use. 

8.   IMPACT  OF  NEEDLE  EXCHANGE  PROGRAMS  ON  PREVENTING  HIV 

INFECTION 

A  major  question  in  the  policy  debate  over  NEPs  is  their 
effectiveness  in  preventing  HIV- infection  among  IDUs-and  their 
contacts.   Several  findings  strongly  support  the  conclusion  that 
NEPs  reduce  HIV  transmission.   First,  the  process  of  needle 
exchange  removes  used,  often  HIV-contaminated ,  needles  and 
syringes  from  the  hands  of  IDUs  and  replaces  them  with  sterile 
needles  and  syringes.   Second,  NEPs  are  often  effective  in 
referring  NEP  client  and  non-client  IDUs  to  drug  treatment 
programs.   Third,  NEP  clients  report  decreases  in  their  HIV  dmg- 
risk  behaviors.   Fourth,  mathematical  models  of  the  impact  of 
NEPs  in  New  Haven  and  other  cities  consistently  estimate 
substantial  reductions  (ranging  from  17  to  70  percent)  in  HIV 
transmission  for  the  IDUs  using  NEPs  and  their  sex  partners  and 
children.   Fifth,  there  is  some  evidence  that  hepatitis  B 
infection  is  reduced  by  NEPs.   On  the  other  hand,  epidemiologic 
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studies  which  directly  address  HIV  prevalence  and  incidence  in 
relation  to  NEPs  have  been  methodologically  vaaX.      one  case- 
control  study  (in  Amsterdam)  found  no  protective  effect  of  the 
NEP  on  HIV  seroconversion  eunong  IDUs.   However,  the  Amsterdam 
study  was  not  primarily  designed  to  test  NEP  effectiveness  and 
included  only  a  limited  number  (31)  of  new  HIV  infections.   We 
concur  with  the  UC  conclusion  that  the  relationship  between  NEPs 
and  HIV  infection  may  be  very  difficult  to  determine 
conclusively. 

9.   RSVIEV  or  nBTTZRaXTY  OF  CALZ70BSXX  RSCOMlCBIfDATZOHB 

In  this  section,  the  recommendations,  of  the  UC  study  are 
reviewed . 

"Reeomnendationa  for  the  federal  government 

•  The  federal  aovermnent  should  repeal  the  ban  on  the  use 

of  federal  funds  for  needle  exchange  services. 

• Substantial  federal  funds  should  pt?   r.nmpii^i^pi^   both  to 

providing  needle  exchange  services  and  to  expanding 
rgseairgti  i,n%<?   t;heg?  pyogr^ffSt" 

CDC  comment: 

Both  recommendations  are  reasonable  and  appropriate  with  the 
minor  modifications  indicated  in  this  section. 

Given  the  significance  of  Injection  drug  use  in  HIV  transmission 
in  the  United  States,  it  is  important  to  implement  NEPs  as  one 
possible  component  of  comprehensive  HIV  prevention  programs  for 
drug  users.   Comprehensive  programs  should  include  increases  in 
drug  treatment,  street  and  community  outreach  to  drug  users,  and 
effective  school  and  community-based  programs  to  prevent 
initiation  of  drug  use.   The  ban  on  Federal  funding  of  NEPs 
should  be  removed-  to  allow  States  and- communities  the  option  of 
including  NEPs  in  comprehensive  programs.   NEPs  will  be  more 
readily  integrated  into  comprehensive  programs  when  there  is 
evidence  of  substantial  local  support  for  NEPs  as  indicated  by 
any  of  the  following:   reguests  for  an  NEP  from  a  State  or  local 
HIV  community  planning  process;  substantial  funding  for  NEPs  from 
local  and/or  State  government  or  nongovernmental  organizations; 
and  efforts  to  reform  the  laws  limiting  the  sale  or  possession  of 
needles  and  syringes. 

The  PHS  should  fund  additional  evaluations'  of  NEPs  to  gather 


NIDX  and  CDC  have  recently  inereaaed  the  number  of  research  acudlea  to 
evaluate  NEPi,  needle  ayringe  availability,  and  -needle  hygiene." 
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more  data  on  the  impact  of  these  programs  and  to  assess  the 
relative  effectiveness  of  various  models  of  delivery  of  KEP 
services.   Additional  research  is  needed  on  the  initiation  of 
drug  use  and  drug  injection  and  chemges  in  community  drug  use, 
particularly  in  communities  with  high  prevalence  of  drug  use,  as 
they  relate  to  NEPs  emd  other  interventions  that  increase  the 
availability  of  sterile  needles  and  syringes.   PHS  agencies 
supporting  research  on  NEPs  should  develop  and  promote  the  use  of 
standardized  data  elements,  methods  of  data  collection,  and 
protocols  for  evaluation  and  analysis. 

"Reeomnendations  for  state  qoveraaenta 

*     state  aovemments  in  the  ten  states  and  the  Distriet  of 
Cnlumhin  that  have  prescription  laws  should  repeal 
^n^se  J.aysT 

• States  should  repeal  the  paraphernalia  laws  as  thev 

9PP1Y  tp  .?Yrinqe§." 

CDC  comment: 

Both  recommendations  are  reasonable  and  appropriate  with  the 
modifications  indicated  in  this  section. 

Although  the  major  focus  of  the  UC  report  was  NEPs,  there  is 
ample  evidence  of  the  importance  of  allowing  access  to  sterile 
needles  and  syringes  for  drug  users  who  will  not  or  cannot  stop 
injecting  drugs.   In  the  United  States  and  other  countries, 
difficulty  in  obtaining  and/or  possessing  needles  and  syringes 
contributes  to  multiperson  use  of  needles  and  syringes  and 
thereby  to  HIV  transmission.   NEPs  can  provide  only  a  part  of  the 
increased  access  to  needles  and  syringes  that  is  needed  to 
prevent  HIV  infection  in  IDUs,  their  sex  partners  and  children. 
Changing  the  prescription  and  pcuraphernalia  laws  would  increase 
IDU  access  to  sterile  needles  and  syringes  with  little  or  no 
expenditure  of  public  funds.  .   .  ._ 

An  ongoing  CDC  and  Connecticut  evaluation  of  1992  changes  in  the 
prescription  and  drug  paraphernalia  laws  in  Connecticut 
provides  convincing  evidence  of  the  potential  benefit  of  these 
recommendations.   The  evaluation  found  (1)  steady  increases  of 
"non-prescription"  purchases  of  needles  and  syringes  from 
pharmacies,  (2)  that  IDUs  reported  their  primary  source  of 
needles  and  syringes  shifted  from  street/black-marJcet  purchases 
to  pharmacy  purchases  and  (3)  that  sharing  ("multiperson  use")  of 
needles  and  syringes  decreased  from  52  percent  prior  to  the  new 


In  1992,  Connacticut  runovad  all  criiolnal  penaltiaa  for  (4)  the  sale, 
without  a  preaerlption,  of  up  to  10  neadlas  and  ayrinqea  and  (b)  tha 
poaaaaaion  of  up  to  10  naadlaa  and  ayringaa. 
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lavs  to  32  percent  8  to  12  months  after  the  new  laws  were 
implemented.   Similar  increases  in  pharmacy  piirchases  and 
decreases  in  sharing  of  needles  and  syringes  were  found  in  France 
after  a  prescription  lav  was  repealed  in  1987. 

The  implementation  of  these  recommendations  is  primarily  the 
responsibility  of  State  governments.   We  recommend  that  the 
Federal  government  and  others  support  strong  evaluation  studies 
of  the  impact  of  changes  in  these  laws  on  drug  use  patterns  and 
HIV  transmission  risk  behaviors.   The  use  of  standardized 
research  methods  yielding  comparable  results  should  be 
'  encouraged. 

"Reeomaendatlens  for  local  aevemments  and  eottmunitiea 

• Local  governments  should  enter  into  discussions  with 

local  community  groups  to  develop  a  comprehensivs 
approach  to  preventing  HTV   in  injecting  drug  users. 

their  sex  partners,  and  their  offspring. This  approach 

should  include  needle  exchange  programs  and  the 
expansion  of  drug  treatment  services. 

• Local  communities  should  seek  to  further  increase 

sterile  svrinae  availability  bv  encouraging  the  sale, 
distribution,  or  exchange  of  syringes  bv  pharmacists." 

CDC  comment: 

Both  recommendations  are  reasonable  and  appropriate. 

The  experience  with  implementing  MEPs  in  the  United  States  and 
other  countries  indicates  that  NEPs  are  better  accepted  and 
operate  more  efficiently  when  there  is  extensive  community 
involvement  in  planning  how  the  NEP  services  will  be  provided. 
NEPs  should  be  components  of  comprehensive,  multifaceted  HIV 
prevention  programs  for  IDUs. 

Pharma5y_ sale  of  sterile  needles  and  syringes  is  -an-important 
component  in  increasing  the  availability  of  sterile  injection 
equipment  to  IDUs.   Retail  pharmacies  could  provide  widespread 
access  to  sterile  needles  and  syringes,  especially  in  areas  where 
NEPs  would  be  impractical  (e.g.,  rural  areas).   Pharmacists  are 
important  "gate  keepers'*  for  the  availability  of  sterile  needles 
and  syringes.   Many  phannacists  will  need  training  to  realize  the 
importance  of  their  public  health  role  in  helping  ensure  the 
availability  of  sterile  needles  and  syringes  to  IDUs. 
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10.  ZNC&SASZHa  THS  KTKtlABZLXTt   OF  BTE&ILE  NEEDLES  AHD  STRZHOSa 

CDC  believes  that:  increasing  the  availability  o£  sterile  needles 
and  syringes  is  appropriate  Federal  policy  for  the  following 
reasons: 

(1)  HIV  tramsnission  associated  with  injection  drug  use  is 
a  major  contributor  to  the  growth  of  the  current  AIDS 
epidemic  in  the  United  States.   Injection-related  HIV 
transmission  has  caused  increases  in  the  number  of  AIDS 
cases  among  women  and  children,  in  heterosexually 
acquired  HIV  infections  and  in  cases  of  txiberculosis. 

(2)  Restrictions  on  access  to  and  the  possession  of  needles 
and  syringes  increase  the  multiperson  use  ("sharing") 
of  drug  injection  equipment  that  transmits  HIV. 

(3)  A  recent  bulletin  from  the  CDC,  NIDA,  and  CSAT 
indicates  that  bleach  disinfection  of  used  drug- 
injection  equipment  is  not  as  safe  as  using  sterile 
needles  and  syringes.   Such  disinfection  is  recommended 
only  when  sterile  needles  and  syringes  are  not 
available. 

(4)  Evaluation  of  NEPs  in  the  United  States  and  other 
countries  indicates  that  these  programs  can  provide 
services  to  large  numbers  of  IDUs,  remove  millions  of 
used  needles  and  syringes  from  circulation,  and 
increase  access  to  drug  treatment  and  other  high- 
priority  public  health  services. 

(5)  The  preponderance  of  evidence  indicates  that  NEFs 
diminish  HIV  transmission  without  increasing  drug  use. 

(6)  Evaluation  of  changes  in  the  prescription  and  drug 
paraphernalia  laws  in  Connecticut  indicates  that  drug 
users  change  their  usual  source  of  needles  and  syringes 

from  street  and  "black  jdarket"  purchases  ta -purchases 

from  pharmacies  and  substantially  decrease  sharing  of 
injection  equipment. 

We  recommend  that  the  PHS  adopt  a  policy  goal  of  increasing  the 
availability  of  sterile  needles  and  syringes  for  IDUs.   This 
specific  HIV  prevention  strategy  would  be  one  component  of 
comprehensive,  multifaceted  HIV  prevention  programs  for  IDUs. 
The  following  activities  should  be  considered  to  implemeni:  this 
policy: 

•  Allow  Federal  funding  of  NEPs,  especially  when  these 
NEPs  would  also  provide  their  clients  with  access  to 
HIV  counseling  and  other  priority  public  health 
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prograns  (e.g.,  drug  treatment:  and  tuberculosis 
screening  and  treatment) .   Programs  that  receive 
Federal  funding  should  have  substantial  evaluation 
and/or  research  components,  either  as  part  of  the 
project  or  as  a  separately  funded  activity. 

•  Continue  funding  for  research  and  evaluation  studies  of 
the  impact  of  NEPs  on  HIV  risk  behaviors  and  HIV 
infection. 

•  (1)  the  repeal  of  State  laws  requiring  a  physician's 
prescription  for  the  purchase  of  sterile  needles  and 
syringes,  (2)  the  repeal  of  State  and  municipal  laws 
and  regulations  maJcing  the  possession  of  needles  and 
syringes  a  crime,  and  (3)  the  removal  of  needles  and 
syringes  from  the  list  of  materials  covered  by  the 
Federal  Hail  Order  Drug  Paraphernalia  Control  Act. 
Evaluations  of  the  impact  of  these  changes  should  be 
funded. 

•  Work  with  the  professional  associations  of  pharmacists 
and  pharmacies  to  develop  policies  that  increase  the 
pharmacy-based  availability  of  sterile  needles  and 
syringes. 

Attachments 

Tab  A  -        Executive  Summary  University  of  California  needle 

exchange  report 
Tab  B  -        Review  of  the  University  of  California  report  by 

the  National  Institutes  of  Health 
Tab  c  -        Review  of  the  University  of  California  report  by 

the  Substance  Abuse  Mental  Health  Services 

Administration 
Tab  D  -        Review  of  the  University  of  California  report  by 

the  Health  Services  and  Resources  Administration 
Tab  E  -       Review  of  the  University  of  California  report  by 

the  Food  and  Drug  Administration 
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EXECUTIVE  SUMMARY 

THE  UNIVERSITY  OF  CAUFORNIA  REPORT  (-THE  PUBUC  HEALTH 

IMPACT  OF  NEEDLE  EXCHANGE  PROGRAMS  IN  THE  UNITED 

STATES  AND  ABROAD") 


CONCLUSIONS 

How  and  Why  did  Needle  Exchange  Programs  Oeveiop? 

Needle  exchange  programs  have  continued  to  increase  in  number  in  the  U.S. 
and  by  September  1,  1993  at  least  37  active  programs  exist.  The  evolution 
of  needle  exchange  programs  in  the  U.S.  has  been  characterized  by  growing 
efforts  to  accommodate  the  concerns  of  local  communities,  increasing 
likelihood  of  being  legal,  growing  institutionalization,  and  increasing  federal 
funding  of  research,  although  a  ban  on  federal  funding  for  program  services 
remains  in  effect. 

How  do  Needle  Exchange  Programs  Operate? 

About  one-half  of  U.S.  needle  exchange  programs  are  legal,  but  funding  is 
often  unstable  and  most  programs  rely  on  volunteer  services  to  operate.   All 
but  six  U.S.  needle  exchange  programs  require  one-for-one  exchanges  and 
rules  governing  the  exchange  of  syringes  are  generally  well  enforced.    In 
addition  to  having  distributed  over  5.4  million  syringes,  U.S.  needle 
exchange  programs  provide  a  variety  of  services  ranging  from  condom  and 
bleach  distribution  to  drug  treatment  referrals. 

Do  Needle  Exchange  Programs  Act  as  Bridges  to  Public  Health  ServicesZ. 

Some  needle  exchange  programs  have  made  significant  numbers  of  referrals 
to  drug  abuse  treatment  and  other  public  health  services,  but  referrals  are 
limited  by  the  paucity  of  drug  treatment  slots.   Integrating  needle  exchange 
programs  into  the  existing  public  health  system  is  a  likely  future  direction  for 
these  programs. 

How  Much  Does  It  Cost  to  Operate  Needle  Exchange  Programs? 

The  median  annual  budget  of  U.S.  and  Canadian  needle  exchange  programs 
visited  is  relatively  low  at  $169,000,  with  government-run  programs  tending 
to  be  more  expensive.  Some  needle  exchange  programs  are  more  expensive 
because  they  also  provide  substantial  non-exchange  services  such  as  drug 
treatment  referrals.  The  annual  cost  of  funding  an  average  needle  exchange 
program  would  support  about  60  methadone  maintenance  slots  for  one  year. 
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Who  Are  the  lOUs  who  Use  Needle  Exchange  Programs? 

Although  needle  exchange  program  clients  vary  from  location  to  location, 
the  programs  generally  reach  a  group  of  injecting  drug  users  with  long 
histories  of  drug  injection  who  remain  at  significant  risk  for  human 
immunodeficiency  virus  (HIV)  infection.    Needle  exchange  program  clients  in 
the  U.S.  have  had  less  exposure  to  drug  abuse  treatment  than  lOUs  not 
using  the  progranns. 

What  Proportion  of  All  Injecting  Drug  Users  in  a  Community  Uses  the  Needle 
Exchange  Program? 

Studies  of  adequately-funded  needle  exchange  programs  suggest  that  the 
programs  do  have  the  potential  to  serve  significant  proportions  of  the  local 
injecting  drug  user  population.    While  some  needle  exchange  programs 
appear  to  have  reached  large  proponions  of  local  drug  injectors  at  least 
once,  others  are  reaching  only  a  small  fraction  of  them.    Consequently,  other 
methods  of  increasing  sterile  needle  availability  must  be  explored. 

What  Are  the  Community  Responses  to  Needle  Exchange  Programs? 

Unlike  in  many  foreign  countries,  including  Canada,  proposals  to 
establish  needle  exchange  programs  in  the  U.S.  have  often- 
encountered  strong  opposition  from  a  variety  of  different 
communities.    Consultation  with  affected  communities  can  address 
many  of  the  concerns  raised. 

Do  Needle  Exchange  Programs  Result  in  Changes  in  Community  Levels  of  Drug 
Use? 

Although  quantitative  data  are  difficult  to  obtain,  those  available  prayide_no_  . 
evidence  that  needle  exchange  programT  increase  tTie  amount  of  drug  use  bv 
needle  exchange  program  clients  or  change  overall  community  levels  of  non- 
injection  and  injection  drug  use.    This  conclusion  is  supported  by  interviews 
with  needle  exchange  program  clients  and  by  injecting  drug  users  not  using 
the  programs,  who  did  not  believe  that  increased  needle  availability  would 
increase  drug  use. 

Do  Needle  Exchange  Programs  Affect  the  Number  of  Discarded  Syringes? 

Neeole  exchange  programs  in  the  U.S.  have  not  been  shown  to  increase  the 
total  number  of  discarded  syringes  and  can  be  expected  to  result  in  fewer 
discarded  syringes. 
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Do  Neadls  Exchange  Progrims  Affect  Rates  of  HIV  drug  and/or  Sex  Risk 
Behaviors? 

The  majoritv  of  studies  of  needle  exchange  program  clients  demoruttrate 
decreased  rates  of  HIV  drug  risk  behavior,  but  not  decreased  rates  of  HIV 
sex  risk  behavior. 

What  is  the  Role  of  Studies  of  Syringes  in  Injection  Drug  Use  Research? 

The  limitations  of  using  the  testing  of  syringes -as  a  measure  of  injecting 
drug  users'  behavior  or  behavior  change  can  be  minimized  by  following 
syringe  characteristics  over  time,,  or  by  comparing  characteristics  of  syringes 
returned  by  needle  exchange  program  clients  with  those  obtained  from  non- 
clients  of  the  program. 

Do  Needle  Exchange  Programs  Affect  Rates  of  Diseases  Related  to  Injection  Drug 
Use  Other  than  HiV7 

Studies  of  the  effect  of  needle  exchange  programs  on  injection-related 
infectious  diseases  other  than  HIV  provide  limited  evidence  that  needle 
exchange  programs  are  associated  with  reductions  in  subcutaneous 
abscesses  and  hepatitis  B  arrrang  injecting  drug  users. 

Do  Needle  Exchange  Programs  Affect  HIV  Infection  Rates? 

Studies  of  the  effect  of  needle  exchange  programs  on  HIV  infection  rates  do 
not  and,  in  pan  due  to  the  need  for  large  sample  sizes  and  the  multiple 
impediments  to  randomization,  probably  cannot  provide  clear  evidence  that 
needle  exchange  programs  decrease  HIV  infection  rates.    However,  needle 
exchange  programs  do  not  appear  to  be  associated  with  increased  rates  of 
HIV  infection.  . ■   - 

Are  Needle  Exchange  Programs  Cost-effective  in  Preventing  HIV  Infection? 

Multiple  mathematical  models  of  needle  exchange  program  imoact  support 
the  findings  of  the  New  Haven  Model.   These  models  suggest  that  needle 
exchange  programs  can  prevent  significant  numbers  of  infections  among 
clients  of  the  programs,  their  drug  an  sex  panners,  and  their  children.   In 
almost  all  cases,  the  cost  per  HIV  infection  avened  is  far  below  the 
$119,000  lifetime  cost  of  treating  an  HIV-infected  person. 

RECOMMENDATIONS 

Recommendations  for  the  federal  government 
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Racommendations  for  the  federal  government 

•  The  federal  government  should  repeal  the  ban  on  the  use  of  federal 
funds  for  needle  exchange  services. 

•  Substantial  federal  funds  should  be  commined  both  to  providing 
needle  exchange  services  and  to  expanding  research  into  these 


Recommendations  for  state  governments 

•  State  governments  in  the  ten  states  and  the  District  of  Columbia  that 
have  prescription  laws  should  repeal  these  laws.' 

•  States  should  repeal  the  paraphernalia  laws  as  they  apply  to  syringes.' 
Recommendations  for  local  governments  and  communities 

•  Local  governments  should  enter  into  discussions  with  local  community 
groups  to  develop  a  comprehensive  approach  to  preventing  HIV  in 
injecting  drug  users,  their  sex  partners,  and  their  offspring.   This 
approach  should  include  needle  exchange  programs  and  the  expansion 
of  drug  treatment  services. 

•  Local  communities  should  seek  to  further  increase  sterile  syringe 
availability  by  encouraging  the  sale,  distribution,  or  exchange  of 
syringes  by  pharmacists. 

Recommendations  for  researchers 

•  Descriptions  of  the  "kinetics"  andjdetermioaats.  af -needle -use 

patterns:   infecting  drug  users'  sources  of  needles,  methods  of 
disposal  of  needles,  frequency  of  needle  re-use,  and  needle-sharing 
patterns.   How  do  these  change  when  a  needle  exchange  program  or 
other  changes  in  needle  availability  are  implemented? 

•  Evaluations  of  "natural  experiments"  in  which  needle  availability  taws 


Prescriptioo  lawg  preclude  (he  purcbmse  of  a  lyringe  widioui  a  pretenptieo.  limitiof  nenle  synoce  availabiliiv 
and  creaiiot  a  nsk  of  arrea  for  needle  exchange  program  siaiC  and  clieou. 

'Paraphernalia  lawi  exist  in  *6  ttaiea  and  the  District  of  Colunbia  and  preclude  (he  possession  or  ditiribution  oi 
tyrioges  except  tor  'legitimate  medical  purposes.*    Coovieiion  under  a  paraphernalia  law  ii  a  felony  or  a 
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pharmacy-based  syringe  sale,  distribution,  or  exchange  and  to  identify 
the  barriers  to  their  panicipation. 

Assessments  of  the  effects  of  design  features  of  needle  exchange 
programs  (e.g.,  administering  bodies,  site  characteristics,  opening 
hours,  and  program  rules)  upon  process  measures  of  needle  exchange 
programs  (e.g.,  needles  distributed,  drug  treatment  referrals, 
discarding  of  needles). 

Ethnographic  and  other  qualitative  research  to  assess  the  factors 
involved  in  drug  use  initiation  and  in  transitions  between  various 
routes  of  drug  use. 

Case-control  studies  of  the  relationship  between  use  of  the  needle 
exchange  program  and  acute  hepatitis  B,  particularly  in  cities  with 
active  surveillance  for  the  infection. 

Large,  multicenter  case-control  studies  within  existing  cohorts  of 
injecting  drug  users  to  assess  whether  use  of  the  needle  exchange 
program  is  associated  with  hepatitis  B  or  HIV  seroconversion. 

Mathematical  modeling  using  program  data  and  behavior  change 
evaluations  to  determine  which  aspects  of  program  design  determine 
effectiveness  and  cost-effectiveness. 
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OESABZBIENT  OF  HEALTH  &  HUMAN  SERVICi^ 


TOs      JTaaes  #.  currant  X.D.,  Sb.O. 
Assistant  Surgeon  General 

FBOKs     Deputy  Dlr actor. 

Office  of  AIDS  Rateewrrh 

SUBJECT:  COBiments  on  tlie  COC's  Draft  Response  on  Needle  Exctaange 

ffa  have  reviewed  the  draft  CDC  response  to  the  Office  of  the 
Assistant  Secretary  for  Health  amd  the  Surgeon  General  regarding 
the  aniversity  of  California  report  on  needle  eacchange.   In 
addition  to  the  conments  provided  in  our  earlier  review-  of  the 
report  (included  as  Tab   B  in  the  CDC  draft  response) ,  ve  provide 
the  f olloving  cosments  that  are  specific  to  the  draft  CDC 
response  letter: 


1.  Agency  Position  Issue 

Page  1:   The  second  paragraph  iaplies  that  the  HZH, 
along  with  SAHBSA,  BStSX,   and  the  FDA,  has 
provided  "recoanendations  for  needle 
exchange."  This  is  either  inaccurate  or 
misleading.   We  suggest  that  the  wording  "And 
recoDBendations  for  needle  exchange"  be 
dropped  from  the  sentence. 

2.  Research  1 J_   .  . 

The  CDC  draft  response  appropriately  includes  an 
e^hasis  on  the  need  for  increasing  research  and 
evaluation  of  needle  exchange  programs  (NEPs)  and  other 
related  aspects  of  HIV  and  drug  abuse. 

However,  in  light  of  the  reported  gaps  in  information 
concerning  the  efficacy  and  impact  of  needle  exchange 
programs,  regniriag  evaluation  to  be  an  integral 
component  of  any  federally  funded  ITEP  becomes  critical 
if  ve  are  to  taJce  an  iterative  approach  to  this  issue. 

The  following  text  changes  are  recommended: 

Page  2:   Zn  the  last  sentence  of  the  second  paragraph 
the  word  "include"  should  be  change  to 
"require" ; 
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Pagft  2  -  jammM  V.  Ccarrva,   U.O. ,  Ph.D. 

Page  11:  Tba  first:  sant:anc«  of  tha  last  paragraph  ■ 

should  bo  "Tha  PES  should  reqoirs  aotostaatial 
•Tarnation  torn  part  of  any  f aderall7  fnadad 
HXP  so  as  to  eoatisna  to  gathor  aore  data  ea 
the  iapaet...";  and, 

Psige  15:   The  last  saxttesca  o£  tha  first  paragraph 
should  be  rhangart  to  read.,  "Programs  that 
recaive  Federal  funding  should  ha  required  to 
hava  substantial  evaluation  and/or  research 
coaponents,  either  as  part  of  the  project  or 
as  a  separately  fxmded  activity." 

3.   Agency  Designation 

Page  4:   Tha  fourth  paragraph  lists  Uia  COC,  CSAT  and 
NTD&  as  co-sponsors  of  a  bleach  use  guidance. 
For  parity,  all  agencies  should  be 
desiguai:ed.  This  could  be  achieved  by 
indicating  csZlT/SAHESA.  and  IfXDA/NIH,  or  by 
stating,  "the  National  Institute  on  Drug 
Abuse,  part  of  tha  National  Institutes  of 
Health, . . .  •• 

Please  foal  free  -to  contact:  me  if  you  have  any  questions  or  need 

further  infornacion.         '^         »^^       -    ^ 


^c]c  Whitescarver ,  Ph.D. 
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DEPABXMINT  OF  HEALTH  &.  HUMAN  SERVICES 


TO:       Associata  Director  HIV/ AIDS,,  CDC 

FROM:     Deputy  Director,  Office  of  AIDS  Researcii,  NIH 

SUBJECT;   NIH  Comments  on  the  University  of  California  Report, 
"Tha  Public  Health  Impact  of  Needle  Exchance  Programs 
in  the  United  states  and  Abroad." 


Me  have  reviewed  the  report,  "The  Public  Health  lapact  of  Needle 
Exchange  Programs  in  the  United  States  and  Abroad,"  from  a 
research  perspective.   We  have  provided  several  points  for  your 
consideration'  in  your  response  on  needle  exchange  to  tha 
Assistant  Secretary  for  Health: 

1.  This  report  is  a  good  initial  analysis  of  this  issue  and 
serves  as  a  useful  starting  point  for  further  examination; 

2 .  Utilizing  needle/ syringe  exchange  (NSE)  programs  as  an  HIV 
prevention  strategy  is  a  complex  issue.   The  current  stare 
of  the  science  with  respect  to  this  issue  is  neither 
eonolete  nor  comorehensive,  rejjuiring  farther  study  on  this, 
as  well  as,  alteiTiative  behavioral  interventions; 

2.  There  are  a  number  of  significant  issues  and.  problecs  with 
resoect  to  needle  exchange  programs  tkat-the  da-ta-availaot^- 

.: to  the  University  of  California  have  not  addressed  (see 

attached  analysis)  ; 

3.  The  reoort  appropriately  suggests  a  substantial  Federal 
cosaitnent  to  research  in  this  area.   Such  support  shouia 
include,  but  should  not  be  limited  to,  funding  tor: 

1)  building  substantial  evaluation  and/or  research 
ccsconents ' into  existing  HSEs;  2)  research/ 
denonstration  orojects  that  address  MSB  program  design 
issues;  2)    research  on  other  forms  of  needle/ syrir.ce 
distribution  (e.c,  pharaacy  or  vending  siachine 
strategies) ;  and^  4)  research  on  the  relationships  and 
iaoact  of  N'SEs  on  other  prevention  strategies  (e.g.. 
bleach  use)  and  other  non-injecting  at-risJc  populatisns 
(e.g.,  noninjecting  drug  users  who  rrade  sax  or  r.oney 
for  drugs  J . 
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H.O.,  Ph.D. 

~ Tho  tixst  sancencs  of  tha  last:  paragraph  ■ 

should  ba  'ThM.  PBS   should  reqnixa  substantial 
•valuation  hs  part  o£  a2S7  f aderall7  fuadad 
BBP  ao  as  to  ccntinua  to  gather  aera  data  ea 
the  dj^aet...**;  azul, 

-•-=-  The  last  santeoca  of  tha  fixst  paragraph 
should  b«  changad  to  read,  "Prograas  that 
recalve  Federal  funding  should  ha  raqnlrad  to 
hava  substantial  evaluation  and/or  research 
coxftoonents,  either  as  part  of  tha  project  or 
as  a  separately  funded  activity." 

.=-  giignation 

rha  fourth  paragraph  lists  tha  COC,  cs^a   and 
;fXDA  as  co-sponsors  of  a  bleach  use  guidance. 
?Qr  parity,  all  agencies  should  be 
iesignatad.  This  could  be  achieved  by 
indicating  CSAT/SAMHSA  and  NIDA/NTH,  or  by 
stating,  "the  National  Institute  on  Drug 
Ibuse,  part  of  the  National  Institutes  of 
lealth, ..." 

_ ■  contact  ma  if  ^you  have  any  questions  or  need 

Tack  Hhitescarver,  Ph.B. 
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DEPARTMENT  OF  HEALTH  &  HUMAN  SEEVTCES 


TO:       Associato  Dlr actor  HIV/ AIDS,  CDC 

FROM:     Deputy  Director,  office  of  AIDS  ResearcH,  NTH 

StJBJEcr:   NIH  Coaiaents  on  the  University  of  califoimia  Report, 
"Tho  Public  Health  lapact  of  Needle  Exchange  Programs 
in  the  United  States  and  Abroad." 

Wo  have  reviewed  the  report,  "The  Public  Health  lapact  of  Needle 
Exchange  Programs  in  the  United  States  and  Abroad,"  from  a 
research  parsnective.   We  have  provided  several  points  for  your 
consideration'  in  your  response  on  needle  exchange  to  the 
Assistant  Secretary  for  Health: 

1.  This  report  is  a  good  initial  analysis  of  this  issue  and 
serves  as  a  useful  starting  point  for  further  examination; 

2.  Utilizing  needle/ syringe  exchange  (NSE)  programs  as  a^t  HIV 
prevention  strategy  is  a  complex  issue.   The  current  state 
of  the  science  with  resoect  to  this  issue  is  neither 
Comolete  nor  comprehensive,  requiring  further  study  on  this, 
as  well  as,  alternative  behavioral  interventions; 

2.  There  are  a  number  of  significant  issues  and  P'°^^®'^f.JJiJ5L 

resoect  to  needle  exchange  programs -that  the  data  availdDxe 
to  the  Universtty ' of  California  have  not  addressed  (see 
attached  analysis) ; 

3.  The  report  appronriately  suggests  a  substantial  Federal 
coTcmitment  to  research  in  this  area.   Such  support  should 
include,  but  should  not  be  limited  to,  funding  ^or: 

1)  buiidina  substantial  evaluation  and/ or  research 
ccmconents ' into  existing  NSEs;  2)  research/ 
demonstration  orojects  that  address  KSE  prograa  design 
issues;  :;  research  on  ozher  forms  of  needle/syringa 
distribution  (e-c,  pharaacy  or  vending  machine 
strategies);  and^  4)  research  on  the  relationships  and 
<zioact  of  N'SEs  on  other  nrevention  strategies  (e.g., 
bikach  use)  and  other  non- injecting  at-risJc  populations 
(e.g.,  ncn injecting  drug  users  who  trade  sax  or  r.oney 
for' drugs > . 

m  addition,  until  mora  is  definitively  Itnown  and  has  bean 
time  tested,  any  NSE  service  programs  funded  should  have 
appropriate  research  and/ or  evaluation  components  built  into 
them  as  a  prerequisite  for  Federal  funding. 

For  a  more  detailed  analysis  of  the  specific  research  issues  and 
questions  that  remain  unanswered  by  the  report,  we  have  attached 
comments  on  the  report  provided  by^the  National  Institute  on  Drug 
Abuse. 


Whitescarver,  Ph.D. 
Attachment 
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D£FARTMZNT  OF  HEALTH  &  HUMAN  SEKVICES 


fiatti   Kovconbar  12,  1993 

Tei  Jade  Wbltascarvar,  Ph.D. 
Deputy  oirsetor 
or£ico  e£  AIDS  Re«earcb 
National  Znatitutas  o£  Eaalth 

Trent     Aetis?  Cliief 

Clinical  Modicine  Branch 

Division  of  Clinical  Sasearch 

Kational  Institute  on  Drug  Abuoa     ^^ 

T&rui  Afioociatc  Director  for  AIDS      flVu" 
National  Znstituta  on  Drug  A&usa. 

Topic «   Coaosanta  on  Univeraity  of  California  Raport,  "The  Public 
Health  Ijspact  of  Keedla  Exchange  Prograaia  in  the  United 
State a  and  Abroad" 


In  general,  medical/public  health  interventions,  Ilka 
medications,  say  be  evaluated  vlthin  a  .frtOLBUork.  that  exanines 
aafct^',  efficacy,  eide  effects,  daleterioua  effects  and  both.  .. 
positive-and  negative  interactions  with  otJver  tyeatsants  or 
conditions.  With  respect  to  any  of  the  effects,  cjueatlons 
include  what  subpopulations  are  likely  to  experience  the  effect 
and  how  long  it  la  likely  to  last,  including  recoamendaticns  with 
respect  to  the  length  of  treataeat.  In.  fact,  to  the -degree -to  - 
which  thia  Report  provides  the  -egoivalent-of  a-eecLluu  uf  LSI 
Physician's  Desk  Reference  (PDR)  devoted  to  needle/ syringe 
exchange  (NSE)  it  will  be  helpful  all  who  are  concerned  with  the 
iinpiicatlcns  of  NSSa. 

viewing  this  Report  in  the  aforementioned  frasework  iz   becc-.es 
clear  that  with  raapect  to  overall  "cffeects"  NSE  is  ^^ggQciarad 
in  the  aaorsqate  with  reductions  in  self  reports  of  needle- 
related  HIV  risk  behavior. 

However,  a  major  problem  with  the  existing  data  examined  hy   this 
Report  ta   tne  lacX  of  sensitivity  of  the  data  to  detection  of 
adverse  effects  or  KSS  on  individuals  or  subpopulations  and 
interactions  with,  for  exaaple,  the  various  modalities  of  drug 
abuse  treatnenr.   There  Is  no  equivalent  of  studies  that  searcr. 
for  individuals  who  purport  i:o  have  experienced  "adverse 
roac^lor.s"  or  nagaxive  consequences  or  interactlcns  thar  nay  be 
attributable  to  participation  in  NSZ.  It  Is  questionable  whether 
in  t.^.e  ccntext  of  aedicatione  development  the  Federal  Scverr.aanc 
vould  approve  and/or  provide  funds  for  a  nedicaticn  for  vhich 


thia  type  of  data  verc  not  available. 

T«  vH,.  eBi,-it  of  seeking  t&e  ijiforaation  that  would  ba  "ffied  for 
?==mlSi  MR  salSlon  on  needla/syrinye  exchange,  we  will  review 
ioSnoScSrSf  aSSSrSe  potential^verae  lapact  and  interactxoM 
of  MSE. 

one  major  concern  of  critics  of  HSEs  as  J^.^S^j^^SI??^""  ' 
effort  is  the  degree  to  which  the  avaUabiUty  of  sterile 
Jeedlae/IyrUigea  would  serve  to  pronote  drug  S^J'u^Si  ;rom%he 
nlllle  exSanle  studies  reported  froB  around  thaworld^rom  the 
last,  two  world  AIDS  conferences  do  not,  and  P®^"*?*  ""}^; '  ^'°^^ 
llll  the  pJeaence  and/or  use  of  a  needle  ^»g«  ^^^J^g^  3„^^ 
increase  Lug  --^^""JhSra^r:  SS»J:rS?dSec."nd1Sd?r2t 

^ir:^  isjru^;  -r^a^--  r  jnd^?':i?s?L^g"?ta. 

indivlSaSls  Who  seeX  drug  treataent  through  an  NSE  and  are  tela 

that  there  is  no  slot  available  for  them. 

Analogous  to  that  for  naadle/syringa  exchange,  the  criticism  cf 

erltic^sas)  with  respect  to  bleach  was,  in  the  aggregate  and 
STihiS'ilnita  refuted  by  the  results  of  the  National  AIDS 

time  i^^^^^tmmm-     Nonetheless,  the  .de»«»straticn  °-,  -  ,• 
bs^eflclal  SfffiCt^do^s  not  preclude  the-*-i«ul4a«ec^«- existence— 
of  deleterious  effects. 

KSZs  nay  not  be  ur.ifomly  affective  in  '^^^ij^  ?%^^J;jf 's^^c 
other  Dublic  health  services,  dap-nding  on  such  '^^^-^^  *\.:°,  .g 
wha?  d'egree  the  services  are  "on-site"  versus  ';renote"r3  vex  as 

"?ijediltely  available"  versus  "'^*T^^;i"5  •:'"JJ:-'^^";^^%-:"''=  ^' 
the  service  linkage  process  suggest  that  ^^^^'f*^.  "^^J,^:.^  .^^ 
successful  angagenent  with  other  «^i=^^,;:^Ji^^^^  '?T"Ve  't 
:irosa  services  that  are  on-site  and  inaedlately  avail4--e.  -C  ^^ 
would  be  useful  to  attempt  to  characterize  users  '^^'^  ■'-'');- zlZ  "' 
additional  services  and  to  delineate  those  factors  that  affecw 
these  decisler.a- 

inconsistent  or  infrequent  users  of  the  -'«"  r.ay  rer.ain^and_be 
stabilized  at  high  risk  bab.vior  l^^'i^.  ^Uh  respa^.  .-  ...a 
inconsistent  cr  infrequent  users  of  t.ha  >,SSs,  --   '-^^   iZ   . 
Taoortint  to  detemine  the  factors  influencing  periods  ..-*e 
;Ss:u-  non-use.   Moreover,  looking  **  f  ff  »'  "  ^^J^^:!:^?*:  ^. 
vlth  respect  to  in:3ection  drug  use,  the  li.erawi..e  on  ...-e.- 
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lept«ra  of  MS7s  aay  b«  usatul  la  tezas  et 
d«llnaAT:ln<r  populations  vlth  diatino^  pattarxM  of  aoClVBtiona, 
riaJc  faetora  and  raaponsoe  xa  rhe  KSZs. 

Ounga  er  lack  of  chancre  in  tho  alsra-stxuetare,  i.e.,  dataila, 
of  babavlor*  aaaociattta  vitn  drug  UBtt  may  Tiagato  benaf  IclaJ. 
effoeta  of  KSXa.  In  loekiag*  at  drug  risk  bahaviors.  It  Is 
iBponiant  to  atraspc  to  aaaaas  vhathar  MSX«  af f tat  rate  of 
sharing  of  ceoXars/  cotton,  vatar,  etc..  as  vail  ai  rnieh  practlcoa 
as  frentloading,  baokloading  and  booting.  With  raspect  to  drug 
riaX  baJ&aviora  it  is  t&us  Inportant  to  cxaaina  usr  effects  on 
behavioral  r.oraa  of  (1) -non-KSS-uaers  and  (2)  drug  using  non- 
InJQCtora  as  wall  as  (3>  VSZ  users. 

MSS  uaars  aay  sail  oaraphenalia  or  exchange  it  tor  drugs  cr  sax. 
In  face,  rha  pasaihility  should  ha  axamiaed  that  non-injectora 
xsay  usa  the  KSZs  as  a  source  for  pazapnarnalia  that  say  bo  usad 
in  transactians  vith  injectors. 

Tho  ratas  at  which  NSS  users  (versus  K6E  non-usare)  initiate  no« 
injectors  and  influence  other  IQUs  to  utilize  or  not  utilize  the 
NSZ  should  he  exaainad.  Korsovar,  gaaatiens  of  the  influence  of 
tho  KST  cr.  injection  rrequancy  should  be  examined  elocaly.  For 
Individuals,  tho  availability  of  clean  paraphernalia  nay  renovc 
one  braXe  on  increasing  the  frequency  of  injection. 

certainly,  KSE  affects  on  the  nuaber  6f  IDOo  entering  drug 
treatnant  need  to  be  exaained.  However ,  the  fata  of  lOCc   who 
have  used  the  KSS  prior  to  entry  into  drug  treataant  should  also 
be  exaained-   NSE  participants  or  Injaotion  drug  uiera  whoso 
netvorX  includes  MSS  participants  nay  rolapae  to  needle  use 
and/or  drop  out  of  drug  treataent  at  a  higher  rate  than  VSZ   non- 
users  . 

* '  •  •         ■    ■  n 
BSE  offoctB  on  social  netvprXa  loay  lead' to  problsaa.   Slnce_NSEs 
_l^lY_a  high  rata  of  flow  of  IDCs  through  the  netghJeornooS' 
Borrcunding  the  site,  there  aay  be  a  tendency  for  dealere, 
operators  of  shooting  galleries  and/or  craoc  houses  and 
prostitutes  to  relocate  to  t^e  sane  area.  If  poesible,  thcso 
effeeta  end  their  iaplications  should  be  assessed.  Tne  petenrial 
effects  of  KSEs  on  setting  up  bridges  between  networks  oT  XDUs  in 
high  and  lew  UXV  seroprevalenee  neighborhoods  should  be  exaitinod. 
If  NSEs  corvo  to  create  such  bridges,  they  wculd,  especially 
through  inconsistent  coropoaitive  usere,  aarve  as  conduits  to 
facilitate  viral  spread.   If  data  are  generated  on  local  chincec 
in  saroprevalence  and/or  seroincidence  over  tiaa  in  areas 
surrcundir.g  nszs.    (including  baseline  levels  prior  to  the 
eatabliahnent  of  the  VSZ   and  changes  dxirir.g  the  growth  «f  the 
KSE) ,  then  Boae  of  these  queetiono  aay  bo  able  to  be  addressed. 
Data  psrxlnent  to  tna  perceived  effects  of  participation  ir.  chc 
Hsr  an  tho  sexual,  social  and  drug-using  networks  of  the 
individuals  vottld  also  be  helpful  in  bo^innin?  to  address  thee* 
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hyperhaaas. 

Additional  necvork  sffeeta  nay  occur  cr  axistla?  netvorx  ettasza 
nay  ba  pa«antla-t«d  12  XSS  litsc  ara  looat«d  eloa*  t:o  dru? 
creaCB«nt  prograna  (aecnaCona  or  Oraq   free  pregrame) ,  hospitile, 
payohiatrle  faeilitlaar  haaelsae  ehelters  or  athez  £&elllclQ6 
thiZ   aceract:  ceneantratiena  of  Indlvidaala  vho  are.  vul.narabla  to 
initiating  drug  injection,  rtlMPtiHq  ra  drug  uaa  or  JnJeetJesn, 
having  sax  vith,  injaotiea  oaara  or . baeemiitg  victlas  ot  cciSiB 
aasoclatad  vit2l  Injaetlcn  uoara. 

Xa  is  addresaad  in  t::a  Reporc,  tha  aurveyad  HSEa  varied  greatly  - 
in  along  many  p&ra&atars  including  estlaatan  of  tho  propertion  cf 
Injection  drug  users  raaohed  by  the  progr&ffl«  the  amour.t  ot 
education  offered,  tha  dagroo  to  which  injection  '-fc-uipmant  bayond 
needlea/ayringaa  vere  dlstrlhutea,  anphaaic  on  drug  tra&taant 
rafcrrala,  eosta,  tha  extent  o£   ongoing  evaluatloc,  acceptance  by 
cha  local  ceouaunity,  legal  aeeaptanoe/toleranoa,  ate.   These  are 
major  progran  design  and  teaslSlIlty  that  could  detancine 
diff&renoac  betvoen  highly  effective  prograss  and  those  wich  a 
substantial  negative  inpact.  Support  for  prograae  without 
consideration  of  these  iasues  would  be  tho  aQOivalent  of  support 
for  all  treatttont  programa  in  any  area  in  the  absence  of 
stanaards  ana  quality  assurance. 

Finally,  tha  intarralationahipe  botveea  HSEa  and  the  use  of 
blaach  naed  to  be  exaained.  For  axasple,  ua  have  avidenea  that 
even  lOUs  who  use  bleach  tend  to  not  use  it  er£actlvaly.   Does 
the  cxiKtanca  of  noodloa  from  NSEa  daoreesa  the  probability  that 
roUs  will  even  attaapt  to  use  bleach  if  they  share?  •  will  they 
feel  that  tha  needles  aro  at  least  rslativaly  safer  zuid  thus  real 
chat  bleach  n««  ie  not  naeeceary?  Does  the  distribution  of 
bleach  increase  the  probability  that  lOUs  vill  share  VSl 
distributed  needles?  Are  K6Ea  attenpting  to  intervene  in  terns 
of  education  with  respaet  to  bleach  use?  —  ^ 


This,  cf  course  is  net  an  exhaustive  list  of  questions  or  iasuee, 
but  13  Deant  te  raprasant  a  eat  of  problens  vheee  existence  hs,s 
net  been  addressed  by  the  data  available  ts  the  Onlversity  of 
California  ccudy. 

However,  oven  in  the  absence  of  Federal  support,  NSE  is  a  growing 
part  of  HIV  prevenrion  of forte.   This  Heporc  epprccriatciy 
suggests  a  substar.rlal  redaral  cotsnitaanc  to   research  in  this 
area.   With  respect  to  tha  fundin?  of  servicftB,  it  appears 
raasonable,  as  the  Report  suggaets,  that  rho  ban  on  fundi.-.?  be 
lifted. 

Ho.netheless.  It  vould  appear  prudent  in  light  of  tha  incenplete 
data  and  the  aforementioned  eet  of  concerns  that  no  services  ce 
funded  that  do  not  include  a  eubetaneial  ev»luaticn  coripenent 
with  appropriate  ir.Bcrutantation  and  nathodalogies  to  identify 
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adverse  as  well  as  baneficial  contribution  o£  t&asa  prograias  za 
UI7  and  ether  Infeotious  dissasa  trsnsaiaslen  and  dru?  uea 
pactarria.   Parnapa  an  a  praiuda  en  daflnlng  aranrtarda  Xcr  yadaral 
rundinqr  oC  KSX  acrvicas,  there  should  be  fuadln?  for 
iaeerporatlng'  evaluation  in  axiatls?  KSZs  and  aattlng  \ip 
researeb/dfiaBonsmtlon  pro^occfi  that  address  asz  progran  design 
Issues. 

Beyond  tne  Issne  or  KSEs  per  se,  tbe  argmasnt  is  aade  In  tbls 

Raport  in  favor  of  iaaadlate  iBpl«»Mition  of  the  entixa  varioty 
of  intarventiona  that  incraasa  the  availability  of  etarlla 
nsedlas/Byringe*,  including  pharmacy  aalss  and  the  abolition  or 
preacripfeion  aad  pompharnalia  lawB,  Civen  the  etatad  priority 
of  the  objective,  praaumably  this  aupporr  vould  extend  to  other 
forna  of  neadle/ayrlngc  di«strlbuticn,  e.g.,  vending  nachinea  like 
thoaa  uead  in  Curepa. 

Khila  the  objective  appears  reasonable,  it  vauld  be  helpful  if 
the  Soport  addrassod  Eora  of  tha  eosplsxities  of  this  issue  so 
that  Hterlle  needle/ syringes  are  not  vleved  as  a  "magic  bullet" 
that  obviate*  the  naad  to  continue  work  on  behavioral 
interventions.  For  eseaaple,  there  have  been  exteneiva 
observations  of  "secondary  sharing"  in  .which  addicts  Lt  yroups 
use  frontloading  and  bacJaoading  to  distribute  "cooked"  druga  to 
their  syringen.   In  thnae  situations  if  an  addict  brings  his/her 
own  syringe,  but  has  previously  used  the  syringe  even  once  end 
engaged  in  "bootijig"  (drawing  blood  back  into  the  cyringa  and 
reinjecting  after  Initial  injection  to  aaJco  sure  that^any 
residual  drug  in  the  syringe  is  used) ,  blood  siay  be  diatributod 
to  othors'  eyringee.  Moreover,  contaainants  of  "cookers"-, 
"eottan"  and  "rinse  water"  may  be  slDllariy  distributed. 

Finally,  all  atratogiaa  for  distributing  naadlas/syringes  say  not 
Da  equivalent,  ror   example,  it  is  questionable  whether 
pharmaciaa  will  provide  other  foras  of  injection  equipment,  HIV 
education,  HIV  testing  and  counseling,  referral  to  drug  trtt>ir.mrfr;'  ' 
-programs,  on-aite-mBdlcBl  care',  etc   Sialiariy,  these  servic«» 
vould  presumably  not  be  available  through  ouch  dictribution 
sources  as  vending  cachines. 


Sander  C  CMsor,  -V.D.,  M.P.H. 


DEPARTMENT  OP  HEALTH  it  HUMAN  SERVICES 


PubRc  HnM\  S«rvie« 


Memorandum 

Data 

From         special  Assistant  to  the  Acting  Administrator, 

SAMHSA 
subiect        Draft  Response  on  Needle  Exchange 

"™r?Sl"  S«lS'«pa«M'K«ite  Exchin^e  Programs  in  the 
United  States  and  Abroad." 

we  concur  in  the  response  and  appreciate  the  in«i"^i°"„^f  °^ 
p?e5ioSs  comments  on  the  reporfbeing  included  as  an  appendix. 

Hyron'L.  Belfer,  M.D. 
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DEPARTMENT  OF  HEALTH^  ft-  HUAIAN  SEKVICES 


NOV  12  1999 

TOt       Associate  Director  HIV/AIDS,  CDC 

FKOM:     Special  .Assistant  to  the  Acting  Administrator,  SAHHSA 

SUBJECT:   Response  on  Needle  Exchange 

In  general,  we  arc  fully  supportive  of  the  University  of 
California  report  on  "The  Public  Health  Impact  of  Needle  Exchange 
Programs  in  the  United  States  and  Abroad."  The  report  and  its  . 
recommendations  are  a  valuable  contribution  to  our  understanding 
of  the  important  role  of  needle  exchange  in  addr_^ssing  the  spread 
of  HIV/ AIDS.  We  look  forward  to  the  opportunity  to  develop  the 
appropriate  inplenentation  of  the  report's  recommendations. 

Attached  are  specific  comments  on  the  University  of  California 
report  prepared  by  the  Center  for  Substance  Abuse  Treatment. 
These  comments  reflect  concerns  that  we  believe  should  be 
acknowledged  in  any  overall  commentary  on  the  report. 

Thank  you  for  the  opportunity  to  comment  on  the  University  of 
California  report. 

In  response  to  your  request,  I  will  serve  as  the  SAMHSA  contact 
person  regarding  this  report.  My  telephone  number  is  (301)  443- 
5305  and  my  facsimile  number  is  301-443-0284. 


Myron  L.  Eelfer,  M.D. 

Attachment 

cc: 

T.    Stehpen  Jones,   M.D. 

Center  for  Disease  Control  Prevention 
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Novombor  9,   1993 

KOT£  a?o:      c;«orge  Levis 

Rff.  Coansents  on  iTeedlei  Sxchan?*  Study 

As  you  nay  ba  avara,  Bany  askad  xna  to  review  this  report  during  the 
early  atages  of  It'e  preparation  earlier  this  year.  Khil«  the 
final  Buranary  report  does  reflect  aany  of  the  ohangea  vs 
recommended,  there  are  eeveral  noteworthy  areas  which  warrant  some 
attention. 

o  Page  4,  Paragraph  4.  The  report  indicatee  that,  "although 
NBPb  may  meUce  referral  to  drug  treatment  an  important:  part  of 
their  serviccB,  they  acknowledge  that  many  iDUs,  including 
some  in  drug  treatment  programs,  continue  to  inject  drugs  and 
eheure  Injection  equipment.  They  therefore  seeJc  to  reduce  the 
harm  associated  with  these  practices . . . " .  While  there  say  be 
some  injecting  drug  users  in  certain  treatment  modalities  who 
continue  to  inject  drugs,  the  reference  here  implies  that  this 
practice  has  more  significanca  than  the  evidence  warrants. 
More  importantly,  the  statement,  in  a  somewhat  convoluted 
fashionr  implies  that  referral  to  treatment  in  contrast  to  VEP 
does  not  offer  assurances  that  drug  users  will  not  inject 
drugs. 

o  Page  11,  Paragraph  5.  The  report  notes  that,  neps  vary 
greatly  with  respect  to  the  emphasis  they  place  upon  making 
referrals  to  drug  treatment  and  other  public  health  services. 
This  stems  in  part  from  the  desire  to  make  the  HEP  "user- 
friendly",  the  recognition  that  stany  active  IDUs  express  no 
interest  in  entering  drug  treatment,  and  the  related-  belief 
"that  gii~"  sviireaphaBis — on — drug"  treatment — could — aiiamtte— 
potential  NEP  clients."  This  assertion  for  which  two 
literature  references  are  cited  is  a  dangerotisly  misleading 
generaliration.  First,  it  is  unclear  what  the  authors  mean  by 
"user-friendly".  This  implies  that  drug  treatment  is  eoaehow 
not  user  friendly  which  is  clearly  not  the  case.  Secondly, 
the  references  to  drug  treatment  are  based  p^lhlished  papers 
which  were  published  before  0TI/C3XT  cane  into  existence,  a 
development  which  has  had  an  enomous  effect  on  the  nature  and 
quality  of  national  drug  treatment  services.  We  must  remember 
that  many  of  staff  of  these  NBPs  are  only  casually  familiar 
with  the  various  treatment  modalities,  the  behavioral 
characteristics  of  drug  using  populations  and  are  generally 
not  qualified  to  make  determinations  about  who  is  interested 
in  treatment  or  not.  in  point  of  fact  many  drug  users  ara  not 
interested  in  treatmont,  enter  treatnant  for  many  other 
reasons,  eg  secure  primary  care  or  to  take  a  respite  from 
their  addiction  lifestyle,  other  than  to  address  their 


addictions.  It  do«s  not  follow^  even  from  ths  liaited 
evldonce  provided  In  tho  oitad  etudiesr  that  enilhasizin?  or. 
ovaresphasizlng  treataont  produces  ftlienation.  Finally,-  the 
deteralnatlon  of  who  should  be  referred  or  not  should  nev«r  ba. 
la£t  to  BO-called  perceptions  of  staff  regarding  "readiness 
for  treatoent". 

page  12,  Conclusion.  There  are  a  nxnaber  of  reasons  why 
referrals  to  drug  treatment  are  llfflitad  other  than  the  paueit7 
of  drug  treataent  slots 4  one  important  consideration  vhlch 
may  be  a  liaiting  factor  to  referrals  way  in  fact  have  more  to 
do  with  how  various  NBPs  have  evolved  in  relation  to  drug 
treatment  p^ograns  in  the  same  area.  It  is  abundantly  clear 
that  these  programs  have  not  been  in  philosophical  agreement 
regarding  hov  to  address  the  needs  of  the  addict. 

Pago  13,  Conclusion.  I  don't  think  thaxB  is  any  eerlous 
disagreement  that  the  coat  of  NEPs  are  substantially  oheaper 
than  any  form  of  treatment  including  methadone.  It  is  also 
true  that  NEP  is  cheaper  than  coronary  angioplasty,  renal 
dialysis  and  a  range  of  other  health  care  expenditxires .  The 
reference  made  to  methadone  seems  to  suggest  that  there  is 
contrast,  or  perhaps  imply  that  there  is  tacit  substitution 
effect.  The  reference  made  to  methadone  should  be • deleted 
since  it  incorporation  in  the  context  of  the  conclusion  is 
largely  irrelevant. 

Page  14,  Paragraph  5.  Our  understanding  of  Injecting  drug  use 
among  women  is  not  as  well  developed  as  Cor  men.  While  thare 
is  evidence  vhich  suggest  that  men  initiate  women,  this  is  by 
no-means  an  absolute.  The  fact  remains  that  there  are  IDU 
populations  of  women  wlrich  operate  independently  from  those  of 
men.  our  limited  knowledge  of  injecting  behaviors  among  women 
clearly  indicates  that  there  may  be  other  factors  involved 
■,nj  acting  behavior  which  may  maXe  it 
_NEP  directed  at  male  IDUa  to  female  IDUs. 

Page  16,  Conclusion.  The  conclusion  tragically  fails  to 
appreciate  the  full  range  of  antipathy  and  fear  which  African 
Americans  communities  have  for  the  "symbolic  sanctioning"  of 
drug  abuse  by  endorsing  KEP  in  their  communities.  After  years 
of  "Just  Say  No",  the  perception  of  many  leaders  in  these 
communities  is  that  2TEP  represents  a  step  back  and  not 
forward.  Irrespective  of  whether  this  perception  is  valid  or 
not,  the  presence  of  these  compelling  beliefs  cannot  be 
dismissed  lightly.  It  is  insulting  to  these  communities,  also 
contrary  to  all  of  our  Public  Health  platitudes  around 
cultxiral  sensitivity  to  dismiss  these  visceral  community 
concerns  by  stating  that  "newer  African  American  organizations 
established  specifically  to  address  HIV  prevention  generally 
support  NEP  as  did  several  mayors..."  This  statement 
literally  Indicates  that  the  views  of  traditional  leaders  from 
the  African  American  cocnunltles  and  from  church  leaders  can 
and  should  be  ignored  in  favor  of  those  who  support  NEP.  This 
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etatiement  by  lt*s  Intent,  fosters  dlvlsiveness  and  is 
antithetical  to  efforts  nade  by  other  segments  of  poblio 
health  including  those  concerned  vith  preventing  HIV  diseese. 
to  engage  and  not  alienate  the  African  Aaeriean  commmlty. 

Page  18,  Conclusion.  The  overall  issue  here  is  the  question 
which  franes  this  saot:lonr  "Do  K2Ps  result  in  changes  in 
counounity  levels  of  drug  use?"  Clearly,  this  is  very  coapleac 
question  vhlch  could  not  bo  answered  vithin  the  scope  of  this 
study,  but  one  which  nonetheless  warrants  a  poignant  level  of 
Inquiry.  However/  the  conclusion  seems  to  go  beyond  the 
paucity  of  evidence  to  conclude  that  there  is  "no  evidence 
that.  NEPs  increase  the  amount  of  drug  use  by  NEP  clients  or 
change  overall  community  levels  of  non-injection  and  injection 
drug  use."  oaxis  convoluted  logic  would  have  us  believe  that 
if  it  cannot  be  established  •  that  ^nsp  has  an  effect  on  drug 
use,  then  the  absence  of  correlates,  irrespective  of 
aethodological  limitations,  is  tantamount  to  saying  it  has  no 
effect.  This  conclusion  is  further  supported  by  indicating 
that  interviews  with  NEP  clients  and  by  IDUs  not  using  HBP, 
confirmed  that  they  did  not  believe  that  increase  needle 
availability  would  increase  drug  use.  It  is  not  clear  how 
these  two  groups  would  qualify  to  speculate  on  nev  incidence, 
especially  by  younger  members  of  the  community.  In  general, 
this  ipso  facto  logic  is  not  only  distressing,  but  raises  very 
real  questions  overall  scientific  validity  of  this  report. 

Page  21,  Conclusion.  Though  the  majority  of  studies  cited 
indicated  a  decreased  rate  of  mv  drug  risk  behavior,  the  real 
issue  here  which  is  not  addressed  are  wbether  these  bebavloral 
changes  are  sustainable  overtime.  While  there  are  clearly 
compelling  findings  of  short  term  behavioral  change,  these 
indications  do  not  provide  definitive  conclusions  regarding 
the  effectiveness  of  NEP  overtime.  The  proper  statement  of 
this  conclusion  should  insert  the  caveat  that  the  studies 
reviewed  do  not  conclusive  evidence  at  this  time  that  these 
-behaviors  are  euBt*±ned-overtime.- 


Warren 
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DEPARTMENT  OF  HEALTH  ft.  HUMAN  SEBVICES  PMe  Koim  S«va 


Memorandum 


Aascxsiata  AdminlBtTator  for  AIDS 
HRSA 


.^,CDC  Raport  on  thB  Public  Health  Zaqpact 
'^f  Kaadla  Exchange  Prograas 


To 


Jamaa  Curran,  M.D. 

Associate  Diraotor.  for  HIV/AIDS,  CDC 


Wa  at  HRSA  have  raviawad  this  vary  thorough  raport  on  needle 
exchange  prograna  and  concur  with  its  major  findings  and 
recoamendations .  Wa  believe  that  needle  exchange  prograns 
definitely  have  a  place  in  what  must  necessarily  be  a 
comprehensive  approach  to  the  prevention  of  HIV  infection  among 
drug  usera.  In  edditlon,  wa  were  pleased  that  the  report  want 
beyond  needla  exchange  prograna  per  se   to  discuss  the  need  for 
changea  in  current  presaription  and  paraphernalia  laws  at  the 
State  level. 

Thank  you  for  giving  ua  the  opportunity  to  review  this  excellent 
report. 


G.  Stephen  Bowen,  M.O.,  M.P. 
Assistant  Surgeon  General 
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DEPABTMZMT  Of  HEALTH  4  EUMAN  SEKVICSS  Puble  Horn  Santo 


Memorandum 

P^  Dttqeabor  2,   1993 


- Aasoclate  Adnlnlstarator  for. AIDS- 

.   iprafi:  RoopansB  on  N«»dle  Eaehange 


,   Jsmas  W.  Curran,  M.D.,  M;P,H. 

™  Aasoolat*  Dl**€rtor  for  HIV/AIDS,  CDC 


in  oenarai  wa  think  tha  CDC's  dralt  raaponaa  to  Jo  Xvey  Boufford, 
M.D.  conoernlng  the  unlvarslty  o£r  California  raport  on  no^a 
axohanoB  programs  did:  anexcallent  Job  of  covarlng  tba  sallon* 
iBsuas!  Wa  do  hava  a:  number  of  specific  aonnnanta,  whloh  follow; 

page  2,  paragr^jh  2:      , 

Ke  «uooe8t  adding  a  aantanoa  to  tha  effect  that:  "Subatanoa.  abuae 
treatment  programs  also  require  a^batMrtlal  *«f*i»Jfif -J2«?|»««"  fl. 
order  to  aooomodata  the  needs  of  individual*: who.  decide  th^  vent 
to  enter  traataant  aa!a  reault  of  "thalr  involvaaeat:  ±n  needle 
exchange  I  and  other  outreaoh  efforts  to^^OUa. 

page  7,.  fir  at  paragraph:  ■  ! 

Wa  thinJcclt  Is  Important  tojaantlbn  tha: fact  that  heedlo  a«jihaag» 
remains  an  Issue  of  special:  ooncam  issue  among.  Af rlcan-Am«-lcan 
and  other  minority  politlclana  and  coaoiufllty  leaders^  Whether  or 
not  we  think  thla  oonoem-la:Ju8tlllBd,  we  need  to  acknowledge 
that  it  exlstsv 

page  8,  laat  paragraph:    >.  :      •  • 


We  -t)xlnk  1 1  MBBOld"  R^.  ackhowledgad  that  the  degree  to  i  which  new 
HIV  infeotlons  are  reduced  la  strongly  »ff  acted'  by  ( 1.)  the— 
"panetration"  of  needle  exchange  Ih  a  particular  city  and  (2)  tha 
cooplaxlty  of  tha  drug-using  popviltttlona  and  na*woxka  in 
particular  communitlas  (i.e.,  the  number  of,  and  kinds  of 
connactlona  between,  drug  InUaotion  networka). ;  , 

page  9,    "Impact  of  Needle  Bxohange.iProgx;ema  oa-Urug  Uaa": 

•Again,  wa  think  it  la  loruclal.  to  •o>«or^«fB*  ■»*,  Ji?f?f"  ■^j!*^'"°* 
that  manr  African-American  and  other  «ln«^*y  "PO^^*^***-""?  "'*^  ..^ 
conmninity  leadera  fear  that  needle  exchange  programa  condone  drug 
use  and  should  be  oppoaed  on-thosa  grounds. 

The  laat  paragraph  in  thla  aaction.Bhouldprovlda  more,  specif io 
date  to  addraea  thla  ooneem. 
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Jaoss  H.  Curran,  M.D.,  M.P.B.  -  pftga  2 

paga  10,  last  paragraph:. 

Tha  fifth  aantanoa  ahouXd- read,  "Third,  NBPallanta. report 
deoreaaaa  in; their  I^V  dru^r-riaJc  hahaviotra."  ■■]  ' 

ira  diaagraa  ihat  the'  ralatianshlp :  between  NSPa  vn^  KIV  Inf  aotlon 
oey  be- iapoaaltole  to  •  atudyj'  bonoluaively;  partlaiilarly  ainoe 
"eenolualveneaa"  dapenda  en  the  criteria  beingi  vaed«  Thia  iaaue 
could  be!  atudied  vlth  aaveral  raplioatlona  (different  oitiee  or 
neigrhborhooda }  to  obtain  batter  date  than  oaw  eiciat  bn  thia 
point.  J 1 ;  •;■  : 

page  11,  last  paragraph: 

ffe  suggest  adding  a  aentanca  to  the  off  acre  that,  "The  COC  ahould 
develop  and  foatar  -the  uaa  of  standardised  data  elamanta,  siethods 
of  data  collaotion,  and  protocols ^.f or  evaluatipn/anelysis." 

page  12, !  first,  paragraph:   '   . 

In  the  iaat  seixtanae^i  .wa  auggaat  adding  -the  phraaa,  "uaing 
atandardlxed  iaathodoi'ogiea-..*  '  j  '  " 

page  15^  first  paragraph:  ','  !. 

Again,  we  auggaat  adding  ta  the.  Iaat  aeiitenad  a  phraae  about  the 
use  of  standardised  data  oolleotiim  and  avaluation  JsathodOlogiea. 


wa  appreciate  the  opportunity  to.  raview  this  reaponaa. 
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MEMORANDUM  OBPARXKBNT  OP  HXALTH  &  HUNAM  SSRVICZS 

Public  Health  s«rvic« 
Food  and  Drug  Adslnistration 


DATE 


DEC     2  1993      , 


:   Kanoy  L.  ^tanialc,  Hoalth  Prograjs  Coordinator 

Office  of  AIDS  and  Spaoial  Health  lasues  (HF-12)      ^ 

:   Director,  Office  of  AIDS  and  Special  Health  l8«UMi7(idf^^3) 

STJBJECT  :   cosaientfi  on  Draft  CDC  Response  on  Needle  Exchange  Prograaa 

TO     t   Asaociata  Director  for  HIV/AIDS 


We  appreciate  the  opportunity  to  review  the  CDC  draft  response  on 
Needle  Exchange.  Or.  Nykoff  has  requested  that  I  reviav  the  doousent 
on  behalf  of  the  Office.  I  have  no  further  cements  concerning  the 
Needla  Exchange  Prograa  other  than  the  cooanenta  provided  to  Dr.  T. 
Stephen  Jones  on  Novenber  12,  1993. 
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Novflnber  23,  1994 


Fron: Assistant  Dlrsctor  for  Substance  Abuse  and  HIV  Prev«ntion, 
o!r£ioe  of  the  Associate  Director  for  HIV/AIDS 

To  I   AJESOciate  Olreotor  for  HIV/ AIDS 

Rd:  Request  for  Update  on  Needle  Exchange  Studies  and  Lawa 
Related  to  Needle  and  Syringe  Sale  and/ or  Possession 

1.  Beojcgreuad 

The  following  inforaatlon  is  provided  in  response  to  the  request 
of  Brian  Biles,  Office  of  the  Assistant  Secretary  for  Health,  for 
an  update  on  (a)  studies  of  needle  exchange  programs  (NEPs)  since 
the  19*3  release  of  the  University  of  California  (UC)  three- 
volunel  700-page  report  on  NEPs'  and  (b)  recent  developments 
related  to  laws  related  to  NEPs  and  possession  and/ or  sale  of 
eyring^s . 

2.  MevlTork  oity  HBP  svaliiatloii  zspcrtsd  at  19»4  APHX  Coaferanes 

•  At  the  1994  Anerioan  Public  Health  Aasoolation  (APHA) 
Conference,  Dr.  Don  Des  Jarlals  prasented  an  estimate  of  an 
ai^proxisate  50%  reduction  In  rates  of  nev  HIV  infections 
aijiong  injecting  drug  users  (ZDUs)  using  NEPs  In  New  York 
City  (NYC), 

•  Tljls  estittata  was  based  on  several  saall  follovr-up  studies 
oi   HIV  inoldenoe  aaon?  ZDUs  using  NSFs  ooapared  to  HIV 
iijoldsncs  aaong  ZDUs  in  a  vaccine  preparedness  cohort  and 
oqhort  studiss  in  nethadene  aaintenanoe . '  A  manuscript 
based  on  the  APHA  oral  presentation  is  being  prepared. 
Uritil  this  study  is  more  fully  described,  it  is  difficult  to 
ai^sess  the  basis  for  this  estimate  of  NEP  impact  in  NYC. 
Hc(wever,  although  the  numbers  are  small,  the  estimate  is 
pljauslble.  ■ 


3.  Legail  aspects  of  aeedle  esehaBge^  possessloa#  and  sale  of 

ayriageb 

•  Ini  1993  and  1994,  three  states  (Maryland,  Massachusetts,  and 
Rhbde  Island)  enacted  lavs  authorizing  pilot  HSPs;  two 
states  (Conneotlout  and  Hawaii)  enacted  lavs  expanding 
ex|istlng  HEP  legislation. 

•  mi  Saptembar  1994,  the  Mayor  and  City  Council  of  Los  Angeles 
detslared  e  "local  state  of  ettergenoy.**  The  deolaration  was 
based  on  •.  .  .finding  that  an  emeraenoy  In  connection  with 
thb  AIDS  epldeaio  and  the  transnlssion  of  HIV  through 
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contanina^ad  needloe  does  axlat^  and  tha^  this  emergency 
threatans  to  cause  extraordlnazy  loss  of  life."*  This  state 
anergency  was  usad  as  a  basis  for  authorizing  support  for 
esponalble"  NEPs. 
i 

•  Ih  1993  and  1994,  similar  decl&ratlons  of  states  of 
einergenoy  have  been  nade  in  nine  other  California  cities  and 
counties  -  Alaaeda,  Berkeley,  Marin,  Oakland,  Salinas,  San 
Firancisoo,  Santa  Clara,  Sonoma,  and  West  Hollywood. 

•  a!  major  reason  for  NEPe  is  the  existence  of  several  lavs 
that  restrict  the  purchase,  distribution,  and  possession  of 

§ringes.  These  laws  include  "prescription  laws,"  under 
ioh  a  prescription  is  required  to  purchase  syringes  and 
rug  paraphernalia  lavs,"  which  establish  felony  and/or 
sdeoeanor  criminal  penalties  for  the  possession  and/or 
distribution  of  syringes  for  nonmedical  purposes.  About 
nine  states  have  presorlptlon  laws  and  more  than  40  states 
hive  drug  paraphernalia  laws.  In  1993,  Halne  repealed  its 
pl^esoription  law. 
I 

•  III  1992,  Connecticut  partially  repealed  its  drug 
paraphernalia  and  prescription  laws.  The  new  laws  allow 
piirchase  of  as  many  as  lo  syringes  without  a  prescription 
and  possession  of  as  many  as  lo  syringes  without  a  medical 
condition.  A  COC  and  Conneoticut  Health  Department 
evaluation  of  the  Impact  of  these  new  laws  found  that  IDUs 
reported  substantially  lass  multlperson  use  ("sharing")  of 
Irljection  cquipaant.  Also,  aftsr  the  changes  in  the  laws, 
nc{re  than  80%  of  Conneotiout  pharmacies  sell  syringes 
without  a  prescription  and,  for  drug  injeotors,  there  was  a 
dzianatio  shift  from  "blaok  market"  sources  of  syringes  to 
pvilrohases  in  pharmaoles.* 

4.  LiBijtatieBS  of  bleach  dislafsotiea  and  raeoBBeBdatlen  to  use 
■terilsl  syringss 

Sevaralj  studies  published  in  a  special  section  of  the  JXily  1994 

Joumallol  AID5- Indicate  that  while -bleach -disinfection  Oih 
reduce  ithe  HIV  transmission  risk  of  IDU  reuse  of  syringes,  it  is 
not  as  bafe  as  using  a  new,  sterile  syringe.  The  following 
quotatilon  summarises  the  argument: 

We|  reiterate  that  iDDs  who  cannot  stop  injecting  drugs 
should  use  sterile  needles  and  syringes;  ideally  only 
onbe  and  then  safely  dispose  of  them.   IDUs  should  be 
toiLd  never  to  re-use  injection  equipment  that  had  been 
prbviously  used  by  someone  else.  ...  If  one  re-uses 
infection  equipment,  oonsistent  and  thorough  cleaning 
of]  equipment  with  dlsinfsotants,  suoh  as  full-strsngth 
hojisehold  bleach  for  longer  rather  than  shorter  periods 
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of  time,  should  deoroase,  but  may  not  eliminate  the  HIV 
trananission  risk.* 


The  Coilowing  sections  present  additional  information  on  KEPa 
that  htis  become  available  since  the  release  of  the  UC  report. 


Deei 


in  HIV  risk  bebaviors  tmoag  HEP  allenti 


The  following  data  from  Ban  Francisco  and  New  York,  cities  with 
high-volume  NEPs,  indicate  decreases  in  HIV  risk  behaviors 
reported  by  NEP  clients: 

Decrease  in  needle-sharing  rates  associated  with  increased 
uiie  of  the  NEP  among  street-recruited  San  Francisco  iDUs.' 

Reduction  in  needle-sharing  rates  among  IDUs  attending  NEPa 
it  New  York  City.' 

Reductions  in  the  proportions  of  IDUs  attending  drug 
detoxification  programs  in  New  York  City  who  injected  with  a 
ut  ed  syringe  and  who  lent  used  syringes  to  othors, 
a«eociated  with  the  opening  of  NEPs  in  that  city.' 

6.  Vo  4videnoa  of  an  laorease  In  drug  use  in  8aa  rranolsee,  a 
oity  vjjtb  a  high-velum*  NXP 

The  Sari  Francisco  NBP  opened  in  1067.  It  is  a  now  one  of  the 
highest  volume  NEPs  in  the  United  States;  343,888  syringes  were 
exchanged  during  the  Spring  of  1992.  The  following  data  cone 
from  repeated  surveys  (from  1988  to  1992)  of  lOUs  in  San 
Franoirico: 


The 
in 


The 


median  number  of  injections  daoreased  from  1.9  per  dav 
the  Fall  of  1987  to  0.7  per  day  in  the  Spring  of  1992.* 

Bean  age  of  IDUs  in  the  repeated  surveys  in  San 

inoreaaed  froa  36  years  in  the  Spring  of  1987  to 
years  in  the  Spring  of  1993.*  ______ 


FrianciBCO 
42 


•  The  proportion  of  San  Francisco  IDUs  reporting  that  they 
first  injected  drugs  in  the  previous  year  decreased  from 
3.D*  in  the  spring  of  1989  to  1.11  in  the  Spring  of  1992.* 

Taken  tDgether,  the  last  two  findings  suggest  that  significant 
numbers  of  persons  have  not  begun  injecting  drugs  in  a  city  with 
a  high-yolume  NEP. 

7.  laorkaae  in  astiaatad  zaduetion  ef  BX7  inoldaaoa  aaeag  IDUs 
using  tpa  Maw  Bavan  VBV 

Earlier  eotimates  derived  from  matheiaatical  models  indicated  that 
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tha  ra-te  of  n«w  HIV  Infections  among  clienta  of  the  NBP  in  New 
Haven,  CT,  was  reduced  by  33%  by  their  use  of  the  NEP.   Updated 
•  stlmatee  fron  that  nodel  suggest  that  the  reduction  ia  more  than 
40%. » 

1.  LowBr  ineldenoe  of  hepatitis  B  asd  0  aaeng  IDUs  using  the 
TaeomA  HS? 


A  study  of  hepatitis  B  and  c  among  IDUs  In  Taoona,  Washington, 
uelng  multivariate  analysis  to  adjust  for  the  demoaraphic 
charac  :erl8tlcB  of  the  IDUs  found  that,  compared  with  nonusers  of 
the  N£>,  IDUS  who  had  ever  used  the  Tacoma  NEP  Were  seven  tines 
less  1  Jcely  to  beoone  infected  with  hepatitis  B  and  eight  times 
less  1  Jcely  to  become  infected  with  hepatitis  c."  This  study 
demonstrates  more  clearly  than  any  previous  research  that  use  of 
NEPe  ill  associated  with  decreases  in  blood-borne  infections. 

9.  Subiitantlal  entry  into  drug  tzsatment  of  Kev  Haven  hbp  clients 


Between 
(19*) 

who  di<; 
the  NZI' 


10.  sulataatial  isd  utilisation  of  hlgh-voltae  meps 

One  isiue  about  neps  is  hov  much  they  will  be  used  by  IDUs. 
Studiei  from  two  cities  with  high-volume  NEPs,  Now  Yor)c  City  and 
San  FrinclBOO,  Indicate  that  substantial  proportions  of  IDUs 
survey) d  report  use  of  the  MBPs. 


In  the 
telepbc 
respond^t 
reduce 


September  1992  and  July  1993,  112  of  596  NEP  clients 
n  New  Haven  entered  drug  treatment.  In  addition,  205  IDUs 
not  exchange  syringes  were  referred  to  drug  treatment  by 


DWe 
hallf 

NIP 


Jarlais  reported  data  indicating  that  in  1993  nearly 
(46%)  of  IDUs  surveyed  in  New  YorX  City  had  used  an 


Surveys 


of  IDUs  in  San  Francisco  in  the  Spring  of  1992  found 
45%  "usually"  obtained  their  syringes  from  the  San 
Prjancisco  MBP.' 


thht 


11.  Zno^eaiing  Muober  of  nPs  ia  the  Daited  States 

The  uc  kreport  found  at  least  37  active  NEfs  in  the  United  States 
as  of  Siptember  1993.  As  of  October  1994,  an  estimated  70  NEPs 
were  in  operation  In  the  United  States." 

12.  support  frea  the  general  public  for  VBPs  for  aids  preventloB 


rirst  national  opinion  poll  on  NEPs,  a  1994  national 
survey  of  1,001  people,  the  majority  (55%)  of 
8  favored  "Implementing  needle  exchange  programs  to 

iie  spread  of  diseases  suoh  as  AIDS."" 
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13.  Support  for  f«d«ral  funding  of  KBPi  from  tha  National  Aoadaay 
of  soinnooa 

A  otudjy'  on  AIDS  behavioral  research  published  In  1994  by  the 
Incitltbte  of  Medicine,  described  NEPa  as  '*hlghly  promising"  and 
called!  for  the  lifting  of  the  ban  on  the  use  of  federal  funds  for 
NEP  aetvlces.   "The  weight  of  evidence  suggests  that  needle 
exchange  does  more  good  than  harm,"  concluded  the  authors.'^ 

14.  High  BZV  sarooonversios  uioag  Montreal  lOOs 

The  hlohest  levels  of  HIV  seroprevalence  anong  IDUs  In  Canada 
have  b^en  reported  from  Montreal.  Brunoau  reports  from  the  St. 
Luc  ID  J  cohort  that  aaong  850  IDUs  reonilted  19S9-1993,  tha  half 
(941)  :  reporting  use  of  a  Hontreal  HZP  had  higher  HIV  sero- 
prevalimce  (18.2%  vs.  5.6%)  conpaxed  with  nonattendars .  Anong 
the  50'  IDUs  with  multiple  visits  to  the  study  site,  the 
seroconversion  rate  vas  higher  (11.6  vs.  3.5  per  lOO  person-years 
[p<0. 0(101])  among  IDUs  using  an  KEP." 


of  inaarceratsd  IDUs  found  that  IDUs  using  a  Hontreal  K£P 
higher  rates  of  HIV  riaJc  behaviors  (vs.  IDUs  who  did  not 
IfEP) .  Montreal  NZP  attendars  were  wore  likely  than  non- 
to  have  ease  sex  partners,  to  work  in  the  ssx 
to  report  injecting  with  noedlas  used  by  an  HIV- 
infected  IDU,  and  re-use  borrowed  injection  equipment  without 


A  study 
report  i^d 
use  a 
attendars 
industi  y 


cleanii  g 
hi;  be 


ir  HIV  seroprevalence,  HXV  seroconversion,  and  HIV  risk 
among  IDUs  attending  the  Montreal  NEP  require  further 


The 

factors 

study 

15.  ceabfthts  and  oenolusiont 


Since  the  1993  release  of  the  UC  report t 

•    Tha  nunbar  of  U.S.  NZPs  has  increased,  and  more  states  and 
losalities  have  approved  HEPs  by  legislation  or  declaration. 
o£-etatee  of -emergency^ 


cosnunitles  with  high-volume  NEPs,  substantial 
aportions  o£  IDUs  report  using  the  MSI>; 


^logical  evidence  suggests  decreases  of  bloodborne  virus 
trinsnisslon  anong  NEP  clients,  with  the  evidence  stronger 
fo:  hepatitis  than  HIV; 

Th  tre  is  additional  evidence  that  in  most  cities  with  NEPs, 
NE»  clients  have  lower  rates  of  HIV  risk  behaviors;  and 

Higher  HIV  seroconversion  rates  among  IDUs  using  the 
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Montreal  HEP 
Investigated. 


were  dooviaented  and  must  be  further 


Needle  exchange  programe  continue  to  be  controversial.  Even  so, 
the  available  evidence  suggests  that  HSPs  can  effectively  reach 
Bubstabtial  numbers  of  iDUs  and  provide  thea  with  new,  sterile 
syringes  and  thereby  reduce  the  number  of  blood-contaninated 
syringes  being  used  to  inject  drugs.  In  general,  interaction  of 
lOUa  v)lth  KEPs  is  associated  with  decreases  in  HIV  risk 
behaviors,  particularly  for  risks  associated  with  drug  use. 

Discussion  of  the  role  of  NEPs  in  HIV  prevention  and  public 
health  should  alvaya  recognize  that  the  prescription  and  drug 
paraphernalia  laws  enforced  in  many  states  and  localities  are 
substaitlal  barriers  to  IDUs  access  to  sterile  syringes. 

Exchan  ring 


not  be 
conpr© . 
effort^ 
and 
the 


CO]  urn 


ReferKieess 


1.  Lurik 
Exohan9« 
Volume   ^ 


syringes  is  a  single  action/ intervention  that  should 
implemented  or  evaluated  by  itself  but  as  part  of  a 
conpre^enslve  HIV  prevention  program  for  drug  users  that  inoludea 
to  reduce  sexual  risk  behaviors,    to  inoreaae  the  quantity 
quality  of  drug  abuse  treatment,    and  to  reduce  drug  use  in 
unity . 
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Appendix  IV 


Legal  Barriers  to  Federal  Funding  of  Needle 
Exchange  Programs 


EXCERPTED  FROM 
March  1993  report  by 
General  Accounting 
Office  (GAO),  titled 
"NEEDLE  EXCHANGE 
PROGRAMS  --  Research 
Suggests  Promise  as 
an  AIDS  Prevention 
Strategy" 


Since  1988,  Congress  has  passed  at  least  six  laws  (in  addition  to  the 
Alcohol,  Drag  Abuse,  and  Mental  Health  Administration  (adamha) 
Reorganization  Act  of  1992)  that  contain  provisions  prohibiting  or 
restricting  use  of  federal  funding  for  needle  exchange  progranu  and 
activities.  These  provisions  are  contained  in: 

the  Comprehensive  Alcohol  Abuse,  Drug  Abuse,  and  Mental  Health 

Amendments  Act  of  1988; 

the  Health  Omnibus  Programs  Extension  of  1988; 

the  Ryan  White  Comprehensive  aids  Resources  Emergency  Act  of  1990; 

and 

the  Departments  of  Labor,  Health  and  Human  Services,  and  Education. 

and  Related  Agencies  Appropriations  Acts  of  1990, 1991,  and  1993  (the 

Appropiiations  Act  of  1992  did  not  contain  such  a  provision). 


The  Comprehensive  Alcohol  Abuse,  Dnig  Abuse,  and  Mental  Health 
Amendments  Act  of  1988  required  states,  as  a  condition  for  receiving 
ADAMHA  block  grant  funds  under  title  XIX  of  the  phs  Act,  to  agree  that  funds 
would  not  be  used 


'to  cany  out  any  prognma  of  distiibuting  sterile  needles  for  the  hypodermic  U\|ectlon  of 
any  illegal  drug  or  distributing  Ucach  for  the  purpose  of  cleansing  needles  for  such 
hypodeimic  li\|ecUon . . ..' 


This  provision  was  repealed  by  the  adamha  Reorganization  Act  (1992). 

The  Health  Omnibus  Programs  Extension  of  1988  authorizes  funds  and 
programs  aimed  at  combatting  the  aids  epidemic  and  preventing  its 
transmission.  Among  other  things,  the  act  authorizes  grants  and  contracts 
through  the  Director  of  the  National  Institute  of  Allergy  and  Infectious 
Diseases  to  assbt  public  and  nonprofit  private  entities  in  conducting 
research  and  training  in  advanced  diagnostic,  prevention,  and  treatment 
methods  for  Aitw.  These  grants  may  be  used  to  operate  demonstration 
projects  In  long-term  monitoring  and  outpatient  treatment  of  Hiv-lnfectcd 
individuals.  The  act  also  authorizes  funds  for  aids  education.  Additionally, 
the  Director  of  the  National  InsUtutes  of  Health  is  to  establish  projects  to 
promote  cooperation  among  public  health  agencies  and  with  private 
entities  In  research  concerned  with  the  diagnosis,  prevention,  and 
treatment  of  aids.  The  act  provides  further 


'None  of  the  hinds  provided  under  this  Act  or  an  amendment  made  by  this  Act  shall  be 
used  to  provide  Individuals  with  hypodermic  needles  or  syringes  so  that  such  individuals 
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may  use  illegal  drugs,  unless  the  Surgeon  General  of  Ihe  Public  Healtli  Service  dclcrnuncs 
that  a  demonstration  needle  exchaKge  program  would  be  effective  in  reducing  drug  abuse 
and  the  risk  that  the  public  will  become  infected  with  the  etiologic  agent  for  acquired 
Unmune  deficiency  syndrome." 

The  Ryan  White  Comprehensive  aids  Resources  Emergency  Act  of  1990 
(42  U.S.C.  §  300ff  et  seq.)  authorizes  grants  to  localities  disproportionately 
affected  by  the  mv  epidemic.  The  act  prohibits  use  of 

'funds  made  available  under  this  Act,  or  an  amendment  made  by  this  Act  .  to  provide 
individuals  with  hypodermic  needles  or  synnges  so  that  such  individuals  may  use  illegal 
drugs.* 

The  Departments  of  Labor,  Health  and  Human  Services,  and  Education, 
and  Related  Agencies  Appropriations  Acts  of  1990  and  1991  contained 
identical  prohibitior\s  regarding  needle  exchange  programs  (section  520  of 
P.L  101-166  and  section  512  of  P.L.  101-517).  The  provision  stated: 

'None  of  the  funds  appropriated  under  this  Act  shall  be  used  to  cany  out  any  program  of 
distributing  sterile  needles  for  the  hypodermic  iivjecUon  of  any  illegal  drug  unless  Uie 
President  of  the  United  States  certifies  that  such  programs  are  effective  in  stopping  the 
spread  of  wv  and  do  not  encourage  the  use  of  illegal  drugs.' 

In  contrast,  the  Departments  of  Labor,  Health  and  Him\an  Services,  and 
Education,  and  Related  Agencies  Appropriation  Act  of  1993,  states  in 
section  514  of  the  "General  Provisions": 

'Notwithstanding  any  other  provision  of  this  Act.  no  funds  appropriated  under  this  An 
shall  be  used  to  carry  out  any  program  of  distributing  sterile  needles  for  the  hypodermic 
injection  of  any  illegal  dnig  unless  the  Surgeon  General  of  the  United  Slates  deiermines 
that  such  programs  are  effective  in  preventing  the  spread  of  ittv  and  do  not  encourage  the 
use  of  illegal  drugs,  except  that  such  funds  may  be  used  for  such  purposes  in  furtherance  of 
demonstrations  or  studies  authorized  m  the  aDamha  Reorganization  Act  (P.L  102-321)  " 

SUBCOMMITTEE  RECESS 

Senator  Specter.  Thank  you,  Dr.  Lurie.  I  have  your  point,  and 
I  will  consider  it. 

Thank  you  very  much,  Mr.  Condliffe.  Thank  you  very  much,  Dr.. 
Lurie. 

The  subcommittee  will  stand  in  recess  to  reconvene  at  2  p.m., 
Thursday,  June  13  in  room  SD-138.  At  that  time  we  will  hear  tes- 
timony from  Hon.  Richard  Riley,  Secretary  of  Education  on  the  fis- 
cal year  1997  budget  for  the  Department  of  Education. 

[Whereupon,  at  3:50  p.m.,  Thursday,  June  6,  the  subcommittee 
was  recessed,  to  reconvene  at  2  p.m.,  Thursday,  June  13.] 
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HUMAN  SERVICES,  AND  EDUCATION,  AND 
RELATED  AGENCIES  APPROPRIATIONS  FOR 
FISCAL  YEAR  1997 


TUESDAY,  JUNE  18,  1996 

U.S.  Senate, 

bUBCOMMITTEE  OF  THE  COMMITTEE  ON  APPROPRIATIONS, 

Washington,  DC. 
The  subcommittee  met  at  2:01  p.m.,  in  room  SD-192    Dirksen 
Senate  Office  Building,  Hon.  Arlen  Specter  (chairman)  presiding 
Present:  Senators  Specter,  Mack,  and  Rollings. 

DEPARTMENT  OF  HEALTH  AND  HUMAN  SERVICES 

National  Institutes  of  Health 

STATEMENT  OF  DR.  HAROLD  VARMUS,  DIRECTOR,  NATIONAL  INSTI- 
TUTES OF  HEALTH 

ACCOMPANIED  BY: 

DR.  RUTH  KIRSCHSTEIN,  DEPUTY  DIRECTOR,  NIH 
DR  RICHARD  KLAUSNER,  DIRECTOR,  NATIONAL  CANCER  INSTI- 
XUTE 

DR.  CLAUDE  LENFANT,  DIRECTOR,  NATIONAL  HEART.  LUNG  AND 
BLOOD  INSTITUTE 

DR  HAROLD  SLAVKIN,  DIRECTOR,  NATIONAL  INSTITUTE  OF  DEN- 
TAL RESEARCH 

DR  PHILLIP  GORDEN,  DIRECTOR,  NATIONAL  INSTITUTE  OF  DIA- 
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ZACH  HALL,  PH.D.,  DIRECTOR,  NATIONAL  INSTITUTE  OF  NEURO- 
LOGICAL DISORDERS  AND  STROKE 

DR  ANTHONY  S.  FAUCI,  DIRECTOR,  NATIONAL  INSTITUTE  OF  AL- 
LERGY AND  INFECTIOUS  DISEASES 

DR  MARVIN  CASSMAN,  ACTING  DIRECTOR,  NATIONAL  INSTITUTE 
OF  GENERAL  MEDICAL  SCIENCES 

DR  DUANE  F.  ALEXANDER,  DIRECTOR,  NATIONAL  INSTITUTE  OF 
CHILD  HEALTH  AND  HUMAN  DEVELOPMENT 

DR  CARL  KUPFER,  DIRECTOR,  NATIONAL  EYE  INSTITUTE 

DR  KENNETH  OLDEN,  DIRECTOR,  NATIONAL  INSTITUTE  OF  ENVI- 
RONMENTAL HEALTH  SCIENCES 

DR    RICHARD   J.    HODES,    DIRECTOR,    NATIONAL    INSTITUTE    ON 

DR  STEPHEN  KATZ,  DIRECTOR,  NATIONAL  INSTITUTE  OF  ARTHRI- 
TIS AND  MUSCULOSKELETAL  AND  SKIN  DISEASES 

DR  JAMES  B.  SNOW,  JR,  DIRECTOR,  NATIONAL  INSTITUTE  OF 
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DR.  STEPHEN  HYMAN,  DIRECTOR,  NATIONAL  INSTITUTE  ON  MEN- 
TAL HEALTH 

DR.  ALAN  I.  LESHNER,  DIRECTOR,  NATIONAL  INSTITUTE  ON  DRUG 
ABUSE 

DR.  ENOCH  CORDIS,  DIRECTOR,  NATIONAL  INSTITUTE  ON  ALCO- 
HOL ABUSE  AND  ALCOHOLISM 

DR.  PATRICIA  GRADY,  DIRECTOR,  NATIONAL  INSTITUTE  FOR 
NURSING  RESEARCH 

DR.  JUDITH  VAITUKAITIS,  DIRECTOR,  NATIONAL  CENTER  FOR  RE- 
SEARCH RESOURCES 

DR.  FRANCIS  COLLINS,  DIRECTOR,  NATIONAL  CENTER  FOR 
HUMAN  GENOME  RESEARCH 

DR.  PHILLIP  SCHAMBRA,  DIRECTOR,  JOHN  E.  FOGARTY  INTER- 
NATIONAL CENTER  FOR  ADVANCED  STUDY  IN  THE  HEALTH 
SCIENCES 

DR.  DONALD  LINDBERG,  DIRECTOR,  NATIONAL  LIBRARY  OF  MEDI- 
CINE 

DR.  WILLIAM  PAUL,  DIRECTOR,  OFFICE  OF  AIDS  RESEARCH 

DENNIS  WILLIAMS,  DEPUTY  ASSISTANT  SECRETARY  FOR  BUDGET, 
DEPARTMENT  OF  HEALTH  AND  HUMAN  SERVICES 

OPENING  REMARKS  OF  SENATOR  ARLEN  SPECTER 

Senator  Specter.  We  will  proceed  with  our  hearing  of  the  Sub- 
committee on  Labor,  Health  and  Human  Services  with  the  Na- 
tional Institutes  of  Health. 

This  is  an  extraordinary  assemblage  of  talent.  I  started  to  say, 
Dr.  Varmus,  that  President  Kennedy  had  the  extraordinarily  good 
hne  when  he  commented  about  a  great  assemblage  of  artists,  and 
he  said  that  this  is  the  greatest  assemblage  of  talent  since  Jeffer- 
son dined  alone.  I  do  not  think  even  Jefferson  could  top  this  group. 

We  thank  you  for  coming. 

The  National  Institutes  of  Health  has  been  treated  very  well  m 
the  budget  process  compared  with  what  else  is  happening  since  I 
have  been  on  this  subcommittee,  under  the  chairmanship  of  Sen- 
ator Weicker,  Senator  Chiles,  and  Senator  Harkin.  Now  I  have  the 
honor  to  chair  this  subcommittee.  Although  you  have  not  been 
treated  as  well  as  you  should  have  been  treated,  you  have  been 
treated  relatively  well.  I  am  just  sorry  we  cannot  treat  everybody 
as  well  as  we  treat  the  National  Institutes  of  Health. 

We  are  taking  a  look  at  a  very,  very  difficult  budget.  Last  year, 
as  you  know,  we  took  NIH  out  of  turn  so  that  there  would  be  no 
doubt  about  the  grants,  so  people  could  make  plans.  We  should 
have  done  that  across  the  board  with  educators  across  the  country. 
We  did  not  do  that. 

Then  my  distinguished  colleague  Senator  Harkin  and  I  added 
$2.7  billion  late  in  the  process  last  cycle,  which  broke  the  logjam. 
It  was  very  hard  to  find  a  bill  which  both  the  President  would  sign 
and  the  House  would  agree  to.  We  had  20  hours  of  almost  nonstop 
negotiations  and  the  House  finally  agreed,  on  a  6-to-5  vote,  on  our 
conference.  So  we  got  the  bill  through. 

Then  this  year  Senator  Harkin  and  I  offered  $2.7  biUion  extra  to 
the  budget  resolution,  trying  to  reserve  it  for  this  subcommittee. 
When  Senator  Domenici  saw  that  figure,  he  Uked  the  idea  so  well 
that  he  added  $2.3  bilUon  on  top.  Our  Senate  bill,  the  Senate  budg- 
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et  resolution,  came  out  wdth  an  extra  $5  billion  over  what  the  com- 
mittee chaired  by  Senator  Domenici  had  originally  put  into  it. 

That  $5  billion  was  cut  by  $1  billion  in  conference  to  $4  billion. 
So  it  is  a  difficult  matter.  As  you  know,  last  year  the  House  resolu- 
tion called  for  $1  billion  to  be  cut  in  NIH  and  under  an  amendment 
offered  by  Senator  Hatfield,  Senator  Kassebaum,  and  myself  we 
corrected  that.  It  is  very,  very  tough  going,  but  we  all  have  great 
admiration  for  what  you  are  doing. 

As  usual,  we  have  very  tight  time  constraints.  We  have  other 
commitments  that  have  to  be  attended  to  at  3  o'clock,  but  I  wanted 
to  come  early  to  greet  each  of  you  personally  to  make  a  representa- 
tive showing  as  to  what  the  Congress,  the  Senate,  the  subcommit- 
tee, and  I  think  about  you. 

So  the  floor  is  yours.  Dr.  Varmus. 

SUMMARY  STATEMENT  OF  DR.  HAROLD  VARMUS 

Dr.  Varmus.  Thank  you.  Senator  Specter.  Mr.  Chairman,  I  am 
pleased  to  appear  here  with  my  distinguished  colleagues  to  present 
the  President's  1997  budget  proposal  for  the  National  Institutes  of 
Health.  Because  time  is  short  and  our  statements  have  been  sub- 
mitted for  the  record,  I  will  be  extremely  brief,  to  conserve  time  for 
your  questions. 

NIH  FUNDING  LEVEL 

The  President's  proposing  a  $12,406  billion  budget  for  the  NIH, 
which  is  a  $467  million,  or  a  3.9-percent  increase. 

Senator  Specter.  Is  that  adequate?  Is  that  adequate? 

Dr.  Varmus.  Is  it  adequate?  It  will  allow  us  to  do  the  things  that 
I  will  mention  in  a  moment  as  our  chief  priorities. 

Senator  Specter.  I  will  reserve  that  question  for  later,  then. 

Dr.  Varmus.  Fine. 

It  is  an  increase  over  the  very  generous  1996  budget,  which,  as 
you  mentioned  already,  was  passed  by  the  Congress  as  part  of  a 
continuing  resolution  and  signed  by  the  President  in  January.  The 
increase  for  fiscal  year  1997  would  allow  us  to  support  our  two 
highest  priorities,  that  is  continued  growth  of  the  pool  of  investiga- 
tor-initiated research  project  grants  and  construction  of  the  nec- 
essary replacement  for  the  Nation's  premier  research  hospital  at 
the  NIH. 

The  budget  allocates  $310  million  to  fund  the  entire  construction 
project  in  a  single  year.  An  increased  number  of  new  grants  will 
then  be  achieved  by  holding  funds  for  all  other  activities  at  the 
1996  level  and  by  limiting  increases  in  continuing  awards  to  2, 
rather  than  4,  percent. 

We  bring  this  budget  to  you  at  a  time  of  optimism  at  the  NIH, 
an  optimism  that  is  based  on  several  factors:  first,  the  healthy  ap- 
propriation that  we  received  from  the  Congress  for  this  fiscal  year, 
a  5.8-percent  increase  that  has  allowed  us  to  maintain  our  research 
momentum  and  to  jump-start  a  number  of  initiatives. 

Second,  the  many  advances  that  you  have  been  reading  about 
that  have  occurred  in  genetics,  in  neuroscience,  in  infectious  dis- 
eases, including  AIDS,  and  in  many  other  fields. 
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And  third,  the  new  operational  efficiencies  and  sense  of  institu- 
tional unity  that  I  believe  affect  all  aspects  of  NIH  at  the  moment, 
including  the  review  and  conduct  of  research,  the  management  of 
our  staff  and  facilities,  and  communication  with  our  various  con- 
stituencies. 

PREPARED  STATEMENT 

Mr.  Chairman,  we  take  pride  in  the  NIH  and  its  accomplish- 
ments, in  our  ability  to  expand  knowledge,  improve  health,  stimu- 
late industry  and  the  economy,  and  lead  the  United  States  to  world 
dominance  in  medical  research.  Despite  current  constraints  on  the 
appropriation  process  that  you  have  already  mentioned,  we  believe 
that  the  President's  budget  will  allow  us  to  foster  our  perennial 
goals  through  extramural  investigator-initiated  research  grants 
while  also  building  a  facility  necessary  to  preserve  the  vitality  of 
patient-oriented  research  at  the  NIH. 

I  will  be  pleased  to  answer  any  questions  you  might  have,  as  will 
my  colleagues  who  are  with  me  today. 

[The  statement  follows:] 

Prepared  Statement  of  Dr.  Harold  Varmus 

I  am  pleased  to  present  to  you  the  President's  fiscal  year  1997  Budget  for  the  Na- 
tional Institutes  of  Health  (NIH).  For  reasons  that  I  will  describe  in  a  moment,  this 
is  an  unusual  budget  that  will  require  special  attention  to  its  rationale  and  impact. 

OPTIMISM  AT  THE  NIH 

I  bring  this  budget  to  you  at  a  time  of  extraordinary  optimism  and  productivity 
at  the  NIH.  Several  explanations  for  this  buoyancy  of  spirit  are  at  hand: 

(1)  Despite  the  budgetary  restraints  that  have  been  applied  to  many  Federal  pro- 
grams in  this  fiscal  year,  the  NIH  is  benefiting  from  bipartisan  support  from  the 
Congress,  the  Administration,  and  the  public.  As  a  result,  at  a  time  when  we  were 
learning  to  expect  "Steady  state"  budgets,  we  have  received  an  increase  of  5.8  per- 
cent for  fiscal  year  1996  over  fiscal  year  1995.  This  has  allowed  us  to  commence  spe- 
cific new  initiatives  in  the  neurosciences,  cancer  research,  the  study  of  connective 
tissue  disorders,  and  other  fields;  to  pursue  the  several  NIH  Areas  of  Research  Em- 
phasis with  special  vigor;  and  to  support  a  large  number  of  outstanding  research 
projects  that  promise  to  enhance  knowledge  and  improve  health. 

(2)  Advances  in  laboratory  and  clinical  sciences  are  occurring  with  great  rapidity. 
Many  of  these  advances  were  featured  during  the  NIH  authorization  hearings  re- 
cently conducted  by  the  Senate  Labor  and  Human  Resources  Committee.  The  Sen- 
ators learned  about  a  newly  discovered  hormonal  pathway  governing  appetite  and 
metabolism  that  was  found  by  isolating  mutant  genes  from  obese,  diabetic  mice  and 
rats;  about  genes  that  predispose  women  to  high  rates  of  breast  cancer,  including 
one  easily  detectable  mutant  gene  that  is  found  in  as  many  as  one  percent  of  Ash- 
kenazi  Jews;  about  the  events  governing  the  death  of  cells  in  Parkinson's  Disease, 
Alzheimer's  Disease,  and  other  neurological  conditions;  about  the  protease  inhibitors 
that  have  revolutionized  the  treatment  of  HIV  infection;  and  about  new  vaccines  for 
Hemophilus  influenza  B  and  pertussis  that  are  protecting  children  from  debilitating 
illnesses  and  from  the  side  effects  of  earlier  vaccines.  You  will  hear  more  about 
these  accomplishments  and  others  in  subsequent  testimony  from  the  ICD  Directors, 
and  you  can  read  more  about  them  in  the  recorded  and  submitted  testimony  from 
the  authorization  hearings. 

(3)  The  NIH  has  greatly  expanded  its  abilities  to  provide  information  to  its  con- 
stituents. New  means  of  data  storage  and  communication  are  improving  our  services 
to  the  research  communities,  health  care  providers,  and  the  general  public.  As  the 
Human  Genome  Project  and  other  DNA  sequencing  activities  continue  to  grow  rap- 
idly, investigators  all  over  the  world  have  become  increasingly  dependent  on  the  re- 
trieval and  analytic  systems  in  the  NIH  GenBank.  MEDLINE,  the  NIH  database 
for  articles  in  medical  journals,  now  contains  8  million  references  and  was  consulted 
7.5  million  times  last  year.  Half  of  these  literature  searches  were  for  purposes  of 
patient  care  in  ofilces  and  hospitals,  in  cities  and  our  most  rural  areas.  NIH  also 
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operates  a  frequently  visited  site  on  the  World  Wide  Web,  the  NIH  Home  Page,  with 
over  25,000  contacts  each  day;  our  most  popular  consumer  health  booklets  will  soon 
be  placed  on  line  to  increase  accessibility.  In  addition,  the  Cancer  Information  Serv- 
ice has  handled  nearly  7  million  calls  since  it  was  founded  in  1976.  To  further  ex- 
pand our  contact  with  the  public,  the  NIH  recently  funded  two  pilot  episodes  of 
Health  Week,  a  Maryland  Public  Television  news  show  about  medical  research  and 
its  applications. 

(4)  The  NIH  is  operating  with  a  new  sense  of  unity  and  with  a  renewed  dedication 
to  efficiency.  The  conduct  of  research  has  been  enhanced  by  several  kinds  of  collabo- 
ration, coordinated  planning,  and  sharing  of  resources.  Trans- Institute  "special  in- 
terest groups"  have  transformed  the  intramural  research  program;  Institutes  are 
working  together  to  promote  the  NIH  Areas  of  Research  Emphasis;  and  extramural 
and  intramural  facilities  are  being  widely  shared.  For  example,  over  600  extramural 
scientists  are  using  the  Frederick  Biomedical  Supercomputing  Center  and  the  num- 
ber is  growing  by  30  percent  annually.  Efficiencies  are  also  apparent  in  many  ad- 
ministrative activities.  Most  of  the  ICDs  now  participate  in  one  or  more  competitive 
service  centers"  that  are  conserving  dollars  and  FTEs  while  providing  procurement, 
grant  review,  travel,  patient  recruitment,  and  other  services.  New  computer  re- 
sources are  being  used  to  develop  electronic  grant  submission,  invention  reporting, 
and  data  bases  on  trainees  and  clinical  trials.  Improved  methods  for  submitting  and 
reviewing  grant  applications  are  also  saving  money  at  the  NIH  and  at  extramural 
institutions.  Finally,  a  DHHS  review  of  the  administration  of  the  NIH  Clinical  Cen- 
ter, the  Smits  Report,  has  proposed  several  important  changes,  including  creation 
of  a  Governing  Board,  a  more  predictable  budget,  and  many  cost-saving  efficiencies 
in  management. 

CLINICAL  RESEARCH  IN  TRANSITION 

A  healthy  biomedical  research  enterprise  requires  financial  support,  excellent  fa- 
cilities and  equipment,  and  talented  personnel  for  a  wide  range  of  activities,  from 
fundamental  laboratory  research  to  clinical  trials.  Only  in  this  way  can  discoveries 
in  the  laboratory  be  converted  to  health  benefits  for  our  citizens.  Yet  clinical  re- 
search, both  at  the  NIH  and  in  the  extramural  community,  is  threatened  by  deterio- 
rating physical  facilities,  inadequate  recruitment  and  training  of  patient-oriented  in- 
vestigators, and  declining  populations  of  clinical  subjects.  The  increasing  dominance 
of  managed  care  networks,  with  their  emphasis  on  cost  control,  further  challenges 
research  and  teaching  activities  at  the  nation's  academic  health  centers,  where  most 
NIH-supported  clinical  investigation  is  conducted.  We  need  to  be  prepared  to  re- 
spond to  these  trends  if  we  vdsh  to  sustain  the  integrity  of  patient-oriented  research 
programs  at  a  time  when  advances  in  genetics  and  cell  biology  promise  dramatic 
changes  in  the  practice  of  medicine. 

The  NIH  is  employing  several  strategies  in  a  campaign  to  counter  the  nation-wide 
erosion  of  clinical  research,  (a)  We  have  established  a  Clinical  Research  Panel, 
chaired  by  Dr.  David  Nathan  of  the  Dana  Farber  Cancer  Center,  to  advise  the  NIH 
Director  on  the  funding  of  clinical  research,  the  training  of  clinical  investigators, 
and  the  revitalization  of  the  sites  at  which  such  research  is  done.  During  the  coming 
year,  we  expect  this  Panel  to  make  important  policy  recommendations  that  will  en- 
hance the  vitality  of  clinical  investigation  throughout  the  country,  (b)  We  have  de- 
veloped at  the  NIH  (and  encouraged  elsewhere)  special  courses  in  patient-oriented 
investigation  and  loan-repayment  programs  for  training  in  clinical  research,  (c)  An 
extramural  panel  has  examined  the  fate  of  grant  applications  to  support  patient-ori- 
ented research  and  recommended  significant  changes  in  the  review  process,  (d)  We 
have  surveyed  clinical  trials  supported  by  the  ICDs  in  order  to  optimize  mechanisms 
for  oversight  of  the  trials,  (e)  Recently,  the  National  Cancer  Institute  (NCI)  has 
signed  an  important  agreement  with  the  Department  of  Defense  that  will  permit 
members  of  the  armed  forces  and  their  dependents  to  enroll  in  NCI-supported  clini- 
cal trials  under  the  CHAMPUS  health  care  system.  This  could  provide  a  model  for 
reimbursement  by  other  providers  and  insurers  for  experimental  treatments  for 
many  diseases. 

THE  NEED  FOR  A  RENEWED  NIH  CLINICAL  CENTER 

A  crucial  component  of  our  campaign  to  enhance  the  nation's  clinical  research  pro- 
gram is  focused  specifically  on  the  NUTs  intramural  activities — improved  operations 
in  the  existing  NIH  Clinical  Center  (CC)  and  construction  of  a  new  facility,  the  Clin- 
ical Research  Center  (CRC). 

Ever  since  its  construction  in  1953,  the  CC  has  been  the  core  of  the  Intramural 
Program,  the  training  site  for  thousands  of  the  nation's  biomedical  scientists,  and 
home  for  the  most  prestigious  clinical  research  program  in  the  world.  The  power  of 
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this  program  is  intimately  linked  to  the  diversity  and  quality  of  laboratory  sciences 
present  on  the  NIH  campus,  especially  those  practiced  in  space  immediately  adja- 
cent to  the  clinical  wards.  With  nearly  half  of  the  country's  research  beds,  a  large 
ambulatory  care  research  unit,  a  coordinated  training  program,  and  over  1000  proto- 
cols conducted  with  patients  from  throughout  the  nation  and  the  world,  the  CC  has 
fostered  important  work  on  diseases  ranging  from  the  well-known  (e.g.,  cancer  and 
AIDS)  to  the  rare  and  obscure. 

Numerous  distinguished  review  groups,  including  the  Army  Corps  of  Engineers 
and  the  External  Advisory  Panel  chaired  by  Drs.  Paul  Marks  and  Gail  Cassell,  have 
documented  the  increasingly  dangerous  deficiencies  in  the  physical  condition  of  the 
existing  CC  and  proposed  the  construction  of  a  new  research  hospital.  In  confirming 
the  recommendation  for  a  new  facility,  the  recent  Smits  Report  noted  that  the  effi- 
ciencies expected  to  result  from  its  proposed  operational  changes  can  only  be  fully 
realized  in  a  building  with  a  modem  design.  In  accord  with  the  advice  of  the  Marks- 
Cassell  Panel,  the  President's  request  for  NU-I  will  permit  construction  of  a  state- 
of-the-art  research  hospital  with  250  beds,  allied  clinical  facilities,  and  adjacent  re- 
search laboratories  for  work  that  is  closely  intertwined  with  clinical  activities,  a  tra- 
ditional strength  of  the  existing  CC. 

Unlike  most  of  the  academic  health  centers  at  which  most  extramural  clinical 
studies  are  conducted,  the  NIH  intramural  program  is  not  directly  threatened  by 
current  dramatic  changes  in  provision  of  health  care  that  limit  recruitment  of  re- 
search subjects  and  make  clinical  research  programs  unaffordable.  As  a  result,  clini- 
cal research  within  the  NIH  intramural  program  will  likely  become  even  more  im- 
portant to  the  nation  than  it  has  been  in  the  past.  We  are  further  augmenting  its 
significance  by  expanding  access  to  our  intramural  clinical  research  resources,  in- 
cluding sophisticated  technologies  and  rare  patient  populations,  and  by  increasing 
collaborative  clinical  work  with  extramural  investigators. 

THE  FISCAL  YEAR  1997  BUDGET  PROPOSAL  FOR  THE  NIH 

The  budget  proposed  by  the  President  for  fiscal  year  1997  would  provide  $12,406 
billion  to  the  NIH,  an  increase  of  $467  million  (or  3.9  percent)  over  the  fiscal  year 
1996  estimate.  The  magnitude  of  this  request  is  determined  in  part  by  the  allowance 
of  $3  10  million  in  total  for  construction  of  the  new  Clinical  Research  Center  (CRC). 
In  the  Administration's  budget  request,  $11,986  million  is  intended  for  program 
costs,  $193  million  (or  1.6  percent)  above  the  fiscal  year  1996  program  costs  pro- 
jected for  the  NIH.  "This  increase  is  significant  in  a  Federal  budget  plan  that  allows 
no  increases  for  many  Agencies  and  makes  reductions  in  many  others. 

The  fiscal  year  1997  Request  for  NIH  once  again  asks  that  Congress  appropriate 
all  AIDS  research  funds  to  the  Office  of  AIDS  Research  (OAR).  A  consolidated  ap- 
propriation is  the  most  appropriate  vehicle  for  making  decisions  about  the  allocation 
of  AIDS  research  funding  and  helps  target  research  dollars  most  effectively,  mini- 
mizing duplication  and  inefficiencies  across  the  21  Institutes  and  Centers  that  carry 
out  research  on  HIV  and  AIDS. 

THE  TIMING  OF  THE  CRC  CONSTRUCTION 

If  we  are  to  have  a  suitable  building  in  place  for  clinical  research  activities  at  the 
NIH  by  the  start  of  the  next  century,  we  must  proceed  now.  Fortunately,  the  NIH 
has  received  appropriations  in  fiscal  year  1995  and  fiscal  year  1996  to  support  the 
first  two  phases  of  the  architectural  planning  process.  All  of  the  funds  required — 
$310  million — beyond  the  already-appropriated  planning  costs  are  now  requested  in 
the  fiscal  year  1997  budget.  The  award  of  full  costs  in  this  fiscal  year  will  ensure 
that  construction  proceeds  in  an  economically  efficient  manner,  minimizing  the  long- 
term  impact  of  the  financing  of  this  vital  building  on  NIH's  other  high  priorities, 
including  research  grants. 

In, formulating  the  budget  requests  for  individual  ICDs,  research  support  mecha- 
nisms, and  scientific  programs,  several  objectives  have  been  followed:  (a)  to  maxi- 
mize the  funds  available  to  the  extramural  research  community,  especially  through 
the  mechanism  of  investigator-initiated  research  project  grants  (RPGs);  (b)  to  en- 
courage ongoing  work  and  commence  new  initiatives  in  several  areas  of  medical  re- 
search that  show  particular  promise  (the  NIH  Areas  of  Emphasis);  and  (c)  to  limit 
funding  for  research  management  and  the  intramural  research  program,  in  accord 
with  recently-achieved  administrative  efficiencies.  As  a  result,  the  most  significant 
increases  in  research  programs  are  in  the  categories  of  RPGs  (3.2  percent,  including 
Small  Business  Innovative  Research  grants)  and  training  (2.4  percent),  while  con- 
tracts, intramural  research,  and  research  management  in  the  aggregate  are  reduced 
by  0.32  percent.  The  increases  in  research  funds  are  nearly  equivalent  in  the  AIDS 
and  non-AIDS  components  of  the  budget  request.  Prioritization  of  programs,  as  re- 
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fleeted  in  the  NTH.  Areas  of  Scientific  Emphasis,  account  for  the  minor  differences 
in  the  increases  proposed  for  the  various  ICD's. 

This  budget  will  permit  the  NIH  to  support  a  record  number  of  RPGs  (25,400)  in 
fiscal  year  1997  and  to  award  over  200  more  new  and  competing  grants  than  in  fis- 
cal year  1996,  a  year  in  which  the  NIH  budget  was  increased  by  5.8  percent.  We 
have  achieved  this  reassuring  forecast  in  part  by  limiting  support  of  contracts,  in- 
tramural research,  and  research  management  support.  In  addition,  the  support  of 
continuing  awards  and  the  average  cost  of  new  awards  will  be  increased  by  2  per- 
cent in  fiscal  year  1997,  rather  than  the  4  percent  prescribed  by  our  Cost  Manage- 
ment Plan.  The  impact  of  this  change  is  partially  offset  by  recent  indications  that 
the  Biomedical  Research  and  Development  Price  Index  (BRDPI)  has  fallen  from  4.3 
percent  to  3.7  percent.  The  NIH  has  judged  that  the  minor  modification  of  the  Cost 
Management  Plan  will  not  significantly  compromise  the  research  activities  of  our 
grantees,  while  offering  major  long-term  advantages:  the  support  of  more  grantees 
and  the  construction  of  the  CRC. 


By  many  measures,  the  NIH  is  one  of  the  U.S.  Government's  crowning  achieve- 
ments, promoting  the  health,  knowledge,  economic  well-being,  and  pride  of  this  na- 
tion and  its  citizens.  For  fiscal  year  1997,  the  Administration  has  crafi;ed  a  budget 
proposal  that  will  continue  to  foster  the  traditional  goals  of  the  NIH,  enhance  inves- 
tigator-initiated research,  sustain  the  intramural  research  program,  and  build  a 
much-needed  clinical  research  facility  in  times  of  fiscal  stress. 

I  will  be  pleased  to  answer  any  questions  the  Committee  might  have. 


Biographical  Sketch  of  Dr.  Harold  E.  Varmus 

Dr.  Harold  Varmus  was  sworn  in  as  the  Director  of  the  National  Institutes  of 
Health  (NIH)  on  November  23,  1993.  Dr.  Varmus  is  the  first  Nobel  Laureate  to 
serve  as  Director  of  the  NIH.  He  was  previously  a  professor  of  microbiology,  bio- 
chemistry, and  biophysics  and  the  American  Cancer  Society  Professor  of  Molecular 
Virology  at  the  University  of  California,  San  Francisco.  He  is  an  internationally  rec- 
ognized authority  on  retroviruses  and  the  genetic  basis  of  cancer. 

Dr.  Varmus  and  his  UCSF  colleague  J.  Michael  Bishop,  M.D.,  shared  a  Nobel 
prize  in  Physiology  or  Medicine  in  1989  for  demonstrating  that  cancer  genes 
(oncogenes)  can  arise  from  normal  cellular  genes,  called  proto-oncogenes.  His  work 
has  assumed  special  relevance  to  AIDS,  through  a  focus  on  biochemical  properties 
of  HFV,  and  to  breast  cancer,  through  investigation  of  mammary  tumors  in  mice. 
His  research  activities  were  supported  by  grants  from  the  NIH;  by  his  professorship 
from  the  American  Cancer  Society;  and  by  the  Melanie  Bronfman  Award  for  Breast 
Cancer.  He  continues  his  research  through  his  laboratory  in  the  National  Cancer 
Institute  at  the  National  Institutes  of  Health. 

Dr.  Varmus  served  as  chairman  of  the  Board  of  Biology  for  the  National  Research 
Council,  an  advisor  to  the  Congressional  Caucus  for  Biomedical  Research,  a  member 
of  the  Joint  Steering  Committee  for  Public  Policy  of  Biomedical  Societies,  and  co- 
chairman  of  the  New  Delegation  for  Biomedical  Research,  a  coalition  of  leaders  in 
the  biomedical  community. 

The  author  or  editor  of  four  books  and  over  300  scientific  papers.  Dr.  Varmus  has 
been  elected  to  the  Institute  of  Medicine,  the  National  Academy  of  Sciences,  and  the 
American  Academy  of  Arts  and  Sciences.  His  most  recent  book,  "Genes  and  the  Biol- 
ogy of  Cancer,"  intended  for  a  general  audience,  was  co-authored  with  Robert 
Weinberg  for  the  Scientific  American  Library.  In  1986,  he  chaired  the  subcommittee 
of  the  International  Committee  on  the  Taxonomy  of  Viruses  that  gave  the  AIDS 
virus  its  name  HFV. 

Dr.  Varmus  was  bom  December  18,  1939.  He  attended  public  schools  in  Freeport, 
Long  Island,  N.Y.  He  is  a  graduate  of  Amherst  College  (B.A.  1961),  where  he  ma- 
jored in  English  literature;  Harvard  University  (M.A.  in  English  literature,  1962); 
and  Columbia  University  (M.D.  1966).  While  at  medical  school,  he  worked  for  three 
months  at  a  mission  hospital  in  northern  India. 

Afi;er  an  internship  and  residency  in  internal  medicine  at  Columbia-Presbyterian 
Hospital  in  New  York,  Varmus  served  as  clinical  associate  for  two  years  at  the  Na- 
tional Institute  of  Arthritis  and  MetaboHc  Diseases  at  the  National  Institutes  of 
Health.  Dr.  Varmus  went  to  UCSF  as  a  postdoctoral  fellow  in  Bishop's  laboratory 
in  1970,  initiating  a  longstanding  collaboration  to  study  tumor  viruses,  and  was  ap- 
pointed to  the  faculty  later  that  year.  He  became  a  full  professor  in  1979  and  an 
American  Cancer  Society  Research  Professor  in  1984. 
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NIH  FUNDING  LEVEL 

Senator  Specter.  The  House  of  Representatives  has  rec- 
ommended an  $820  miUion  increase,  which  is  substantially  higher 
than  what  the  President  has  sent  over.  This  subcommittee  has  tra- 
ditionally been  fully  supportive  of  NIH  and  we  do  not  really  want 
to  get  into  a  bidding  war  with  the  House  to  show  our  affection  and 
regard  for  NIH.  Every  dollar  that  we  appropriate  to  NIH  in  our 
budget  comes  from  the  same  allocation  for  drug  treatment,  other 
HHS,  School  to  Work,  education,  or  worker  safety  programs. 

Our  subcommittee  works  the  toughest  of  all  in  trying  to  find  the 
dollars.  The  real  question  is,  in  a  context  of  research,  where  there 
really  is  not,  obviously,  a  limit  as  to  the  good  use  you  can  make 
of  money,  what  is  the  break  point?  The  President  has  put  up  an 
increase,  $654  million,  5.8  percent. 

Dr.  Varmus.  No;  $467  million. 

Senator  SPECTER.  $467  milHon,  or  3.9  percent. 

Dr.  Varmus.  That  is  correct. 

Senator  Specter.  I  started  to  ask  you  the  question  when  you  re- 
peated that  figure,  is  that — I  will  not  say  adequate.  Let  me  re- 
phrase that.  Is  that  the  appropriate  figure? 

Dr.  Varmus.  Well,  Mr.  Specter,  as  you  know,  the  President  has 
some  of  the  same  constraints  you  have  mentioned  operate  on  your 
committee.  That  is,  he  is  trying  to  reach  an  optimal  budget  for  the 
Government,  taking  into  consideration  many  other  worthwhile 
agencies. 

Could  we  use  more  money  in  a  productive  way?  The  answer  is 
yes.  But  we  also  operate  within  the  context  of  an  administration 
that  is  trying  to  do  many  things,  and  we  are  pleased  to  have 
enough  money  in  the  President's  request  that  we  believe  we  can  ac- 
complish our  major  goals  for  this  year. 

Senator  Specter.  With  respect  to  the  allocation  of  some  $274 
million  for  the  clinical  center,  could  you  amplify  the  reasons  for 
that  project? 

CLINICAL  RESEARCH  CENTER 

Dr.  Varmus.  Yes;  I  think  there  are  two  issues  you  are  raising. 
One  is  the  need  for  the  building  and  the  other  is  the  size  of  the 
request  for  1997.  The  need  for  the  building,  of  course,  is  based  on 
two  major  issues.  One  is  the  need  to  foster  an  excellence  in  clinical 
research  at  a  time  when  progress  in  basic  science  has  brought  us 
to  the  point  of  delivering  many  useful  things  to  patient  care.  As 
you  know,  academic  health  centers  around  the  country  are  under 
stress.  It  is  important  that  we  maintain  the  vitality  of  the  world's 
largest  clinical  research  establishment,  the  NIH  Clinical  Center. 

The  building,  that  building  10,  the  clinical  center,  is  clearly  in  a 
state  of  disrepair.  It  has  been  evaluated  by  a  number  of  groups,  in- 
cluding the  Army  Corps  of  Engineers,  and  its  expected  life  span 
will  include  no  more  than  another  10  to  15  years.  That  means  that 
we  need  now  to  move  ahead  to  replace  the  research  hospital. 

The  preliminary  planning  has  been  done  under  appropriations 
made  in  1995-96,  and  we  are  now  requesting  a  single  allocation  to 
support  the  construction  of  the  research  hospital  with  the  labora- 
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tory  space  absolutely  necessary  to  be  extremely  close  to  the  sites 
at  which  our  patients  are  housed. 

The  building  we  propose  to  construct  is  smaller  in  size  than  the 
original  NIH  clinical  center.  That  is,  it  has  only  250  beds  rather 
than  the  517  beds  that  were  in  the  original  structure,  and  we  are 
asking  for  only  about  250,000  square  feet  of  adjacent  laboratory 
space.  Much  of  the  laboratory  space  that  remains  in  the  existing 
clinical  center  complex — building  10 — will  continue  to  be  used  by 
our  intramural  investigators.  But  the  research  that  goes  on  closely 
linked  to  patient  care  activities  will  be  conducted  in  new  labora- 
tories. 

INSURANCE  COVERAGE  FOR  MENTAL  DISORDERS 

Senator  Specter.  Dr.  Hyman,  under  the  mental  health  category, 
I  am  sure  you  have  noted  that  amendments  to  the  pending  Kasse- 
baum-Kennedy  bill  provide  for  insurance  coverage  on  mental 
health  issues.  Should  that  be  enacted  into  law,  what  kind  of  an  im- 
pact do  you  think  that  would  have  on  treatment  of  mental  health 
in  America? 

Dr.  Hyman.  Let  me  try  to  divide  this  very  large  question  into 
useful  pieces.  The  first  thing  is  that,  based  on  all  medical  research 
that  we  have  done,  there  is  absolutely  no  justification  for  separat- 
ing out  mental  disorders  from  other  disorders.  So  based  on  the 
principle  of  simple  fairness,  there  should  not  be  a  separation  of 
mental  and  physical  disorders. 

Senator  Specter.  You  think  it  is  a  good  provision? 

Dr.  Hyman.  Well,  I  think,  based  on  fairness  parity  is  good.  The 
issue  as  I  understand  it,  is  cost.  And  what  I  have  to  tell  you  is  that 
research  in  mental  disorders  now  makes  it  clear  that  we  can  make 
diagnoses  with  some  certainty,  and  we  can  make  judgments  of  se- 
verity, just  as  we  do  in  many  physical  disorders.  And  therefore,  in 
terms  of  the  issues  of  whether  we  can  afford  this  kind  of  bill,  with- 
out giving  you  the  specific  numbers  for  all  of  the  different  versions 
that  have  been  talked  about,  if  the  concern  is  can  we  make  diag- 
noses and  can  we  tell  who  has  medical  requirements  for  treatment, 
the  answer  is  "yes."  The  concerns  certainly  can  be  addressed  in  a 
reasonable  way. 

Senator  Specter.  Dr.  Hyman,  there  is  a  lot  to  be  explored  here. 
I  think  it  would  be  useful  to  the  subcommittee  if  you  could  respond 
in  writing  as  to  the  cost  factor  and  how  we  may  evaluate  that. 
There  is  a  lot  to  be  talked  about. 

[The  information  follows:] 

Impact  of  Insurance  Parity  on  Mental  Health  Care 
Background 

Based  on  NIMH-  and  NIH-supported  research,  there  is  no  medical  justification  for 
separating  out  mental  disorders  from  other  medical  disorders.  Because  of  the  history 
of  the  mental  health  field,  because  you  cannot  see  physical  abnormalities  on  the  out- 
side of  the  person,  because  of  outdated  theories  about  mental  illness,  there  has  been 
an  extraordinary  stigma  which  has  excluded  mental  disorders  from  consideration 
among  all  of  the  other  physical  disorders.  NIMH  research  has  led  the  way  in  under- 
standing the  nature  of  the  severe  mental  illnesses,  and  in  developing  and  evaluating 
an  extensive  array  of  new  and  improved  treatments  for  these  tragic  brain  disorders. 
As  a  result — and  of  great  significance  for  the  implementation  of  any  parity  amend- 
ment— mental  illnesses  can  now  be  diagnosed  as  precisely  and  effectively  as  most 
other  medical  illnesses  and  the  need  for  treatment  can  be  readily  ascertained.  Most 
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importantly,  we  can  now  effectively  treat  the  great  majority  of  individuals  with 
mood  and  anxiety  disorders.  While  we  cure  very  few  patients  with  schizophrenia  as 
yet,  modem  medical  treatments  markedly  improve  symptoms  and  allow  many  indi- 
viduals to  return  to  work.  In  fact,  recent  research  has  demonstrated  that  the  treat- 
ments for  all  these  disorders  are  not  only  effective,  but  cost-effective  as  well. 

The  costs  of  severe  mental  illnesses  to  the  country  are  substantial;  in  1990,  the 
total  costs  of  severe  mental  disorders  were  $73.5  biUion.  Of  this  amount,  $27.5  bil- 
lion was  consumed  in  direct  costs  of  treatment  and  care,  while  $45.9  billion  was  lost 
to  the  economy  through  reduced  productivity.  Of  these  direct  costs,  56  percent  was 
provided  by  Federal,  state,  and  local  governments,  while  44  percent  was  provided 
by  the  private  sector. 

The  human  costs  are  even  more  startling.  Each  year,  the  lives  of  over  5  million 
Americans  are  affected  by  a  severe  mental  illness,  such  as  schizophrenia,  manic-de- 
pressive illness  (bipolar  disorder),  major  depression,  obsessive-compulsive  disorder, 
or  panic  disorder.  This  amounts  to  2.8  percent  of  the  U.S.  adult  population  (those 
over  18  years  old)  who  suffer  from  one  of  these  disorders.  It  is  important  to  recog- 
nize that  these  illnesses  often  begin  during  early  adulthood.  Many  of  these  severe 
disorders  are  chronic  or  recurrent.  Without  insurance  for  treatment,  many  patients 
are  doomed  to  lifetimes  of  suffering  and  disability  and  heavy  burdens  are  imposed 
on  their  families.  These  burdens  on  patients,  families,  and  society  are  profoundly 
exacerbated  if  patients  cannot  receive  proper  treatments  that  are  available  but  for 
the  lack  of  adequate  insurance  coverage. 

Accessibility  of  treatment 

Unfortunately,  the  existence  of  effective  treatments  is  only  relevant  to  those  peo- 
ple who  can  obtain  treatment.  Appropriate  treatment  is  often  inaccessible  to  men- 
tally ill  Americans  (most  of  whom  would  respond  well  to  currently  available  treat- 
ments) because  they  lack  any  insurance  coverage  or  the  coverage  they  have  for  men- 
tal illness  is  inequitable  and  inadequate.  For  example,  private  health  insurance  cov- 
erage for  mental  disorders  is  often  limited  to  30-60  inpatient  days  per  year,  com- 
pared with  120  days  or  unlimited  days  for  physical  illnesses.  Similarly,  Medicare 
requires  50  percent  copayment  for  outpatient  psychotherapy,  although  its  rates  for 
medication  management  for  mental  disorders  is  comparable  to  the  20  percent  copay- 
ment for  other  medical  outpatient  treatment — a  recent  (1992)  improvement  in  the 
Medicare  benefit  package. 

Limited  insurance  coverage  has  other  dramatic  economic  and  social  effects.  States 
are  called  on  to  assume  the  financial  burden  not  only  of  the  uninsured,  but  also  of 
the  underinsured,  who  are  transferred  to  state  facilities  when  their  insurance  is  ex- 
hausted. In  addition,  a  significant  number  of  these  individuals  are  incarcerated  for 
crimes  related  to  their  mental  disorders  and  annual  costs  related  to  their  crimes 
and  incarceration  are  estimated  at  $300  million. 

COMMENSURATE  INSURANCE  COVERAGE  FOR  MENTAL  ILLNESS 

The  National  Advisory  Mental  Health  Council  Report 

In  1993,  studies  of  current  insurance  coverage  and  utilization  by  The  National  Ad- 
visory Mental  Health  Council  estimated  that  the  provision  of  commensurate  cov- 
erage would  cost  $6.5  billion — an  increase  of  only  10  percent  over  current  total  di- 
rect costs  of  mental  health  care  and  an  increase  of  only  1  percent  in  total  direct 
health  costs.  However,  commensurate  coverage  for  severe  mental  disorders  would 
also  produce  a  10-percent  decrease  in  the  use  and  cost  of  other  medical  services  for 
the  2.8  percent  of  the  population  with  these  illnesses.  The  annual  saving  in  indirect 
costs  and  general  medical  services  would  amount  to  approximately  $8.7  billion.  This 
benefit  would  offset  the  direct  cost  of  providing  such  coverage  and  would  represent 
an  estimated  net  economic  benefit  for  the  nation  of  $2.2  billion  annually. 

Estimates  from  computer  models 

Computer  models  utilizing  data  from  large  insurance  plans  have  been  employed 
to  estimate  the  impact  of  mental  health  parity  legislation  upon  insurance  premium 
costs.  These  models  have  tried  to  estimate  the  likely  consequences  of  changing  one 
part  of  the  benefit  structure,  i.e.,  increasing  benefits  for  mental  disorders.  From 
these  models,  estimates  of  premium  increases  have  ranged  from  a  low  of  2.5  percent 
for  coverage  of  only  Severe  Mental  Disorders  to  a  high  of  8.3  percent — 11.4  percent 
for  a  broader  class  of  mental  and  addictive  disorders.  The  lower  estimate  model  was 
developed  by  Milliman  and  Robertson  for  the  Coalition  for  Fairness  in  Mental  Ill- 
ness Coverage:  the  higher  estimate  model  was  developed  by  Watson  and  Wyatt 
Worldwide  for  the  Association  of  Private  Pensions  and  Welfare  Plans.  It  is  impor- 
tant to  note  that  these  models  are  based  on  behavioral  response  patterns  derived 
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from  fee-for-service  plans,  rather  than  managed  care  systems.  Their  estimates  of 
savings  due  to  enhanced  behavioral  health  care  management  are  very  conservative. 
In  other  analyses,  the  Congressional  Budget  Office  (CBO)  has  estimated  that 
mental  health  parity  coverage  could  increase  insurance  premium  costs  by  about  4.0 
percent  with  1.6  percent  of  this  increase  estimated  to  be  borne  by  employers  and 
2.4  percent  to  be  borne  by  employees. 

Effects  of  parity  and  managed  care:  Maryland,  Rhode  Island,  and  Texas  experiences 
None  of  these  computer  models  have  used  the  actual  experience  of  states  which 
have  enacted  parity  legislation.  NIMH  has  recently  been  able  to  obtain  data  from 
two  managed-care  companies  with  experience  in  Maryland — one  of  which  also  has 
experience  in  Rhode  Island — and  another  company  responsible  for  benefit  manage- 
ment of  a  legislated  mental  health  parity  provision  for  Texas  State  employees.  In 
summary,  for  states  such  as  Rhode  Island  and  Maryland  where  managed  care  had 
already  penetrated  a  substantial  proportion  of  the  population,  the  impact  of  parity 
legislation  was  relatively  small  with  an  increase  of  0.65  percent  of  overall  insurance 
benefit  premium  level  in  Maryland,  which  has  parity  for  all  mental  and  addictive 
disorders. 

There  was  an  increase  of  0.33  percent  in  Rhode  Island  where  parity  was  limited 
to  severe  mental  disorders  only,  with  additional  restrictions  on  outpatient  psycho- 
therapy and  a  limit  of  90  days  on  inpatient  care.  It  appears  that  in  both  these 
states,  the  introduction  of  parity  resulted  in  some  increase  in  the  rate  of  inpatient 
admissions,  but  with  a  significant  decrease  in  the  average  length  of  stay.  In  addi- 
tion, Rhode  Island  demonstrated  the  expected  response  of  some  rise  in  the  cost  of 
indemnity  plans  with  a  marked  increase  in  HMO-type  managed  care  enrollment  due 
to  the  lower  benefit  costs  and  other  enrollment  incentives.  For  Texas,  which  had  a 
relatively  low  level  of  managed  care  prior  to  implementation  of  parity  legislation, 
the  State  offered  an  HMO  and  implemented  a  managed  care  plan  simultaneously 
with  implementation  of  parity  provisions.  Although  these  Texas  plans  cover  both 
substance  abuse  and  severe  mental  disorders  on  a  parity  basis,  the  overall  plan  saw 
a  net  decrease  of  expenditures  between  1992  and  1995  of  about  48  percent.  This 
level  of  decrease  in  expenditures  for  mental  disorders  and  substance  abuse  is  con- 
sistent with  other  mental  health  premium  decreases  when  managed  behavioral 
health  care  companies  come  into  an  unmanaged  indemnity  market. 

COMMENSURATE  COVERAGE  FOR  MENTAL  ILLNESS  IN  A  MANAGED  CARE  ENVIRONMENT 

Present  evidence  suggests  that  linking  improved  mental  health  insurance  benefits 
with  managed  care  can  potentially  improve  care  for  mentally  ill  people  without  sub- 
stantially increasing  health  insurance  premiums.  However,  both  components — im- 
proved benefits  and  responsible  managed  care — are  needed.  Managed  care  cannot 
extend  beyond  the  existing  coverage  benefits;  it  can  only  ensure  that  an  individual's 
allowable  care  is  managed  effectively. 

MANAGED  CARE  AND  PSYCHIATRIC  CARE 

Senator  Specter.  Senator  HoUings  has  joined  us  and  I  want  to 
3deld  to  him  in  just  a  few  minutes. 

There  is  another  subject  that  I  would  hke  you  to  respond  to,  per- 
haps in  some  detail  in  writing.  There  has  been  a  fair  amount  of 
public  comment  about  difficulties  with  managed  care  psychiatric 
care,  and  mental  health  with  respect  to  the  availability  and  the 
declination  to  treatment  and  the  level  at  which  that  is  given. 

We  would  be  interested  in  your  thinking  on  that  subject  to  the 
extent  that  you  could  comment  on  it. 

Dr.  Hyman.  I  could.  Let  me  just  say  briefly,  the  real  hope  that 
we  have  for  a  managed-care  system,  not  only  in  mental  health  but 
in  all  areas,  is  for  a  managed-care  system  to  provide  for  quality 
without  simply  focusing  on  costs  to  the  exclusion  of  everjrthing  else. 
If  cost  is  focused  on  to  the  exclusion  of  everything  else,  obviously 
people  in  need  of  care  do  not  get  appropriate  care  and  there  is  cost- 
shifting  onto  the  public  sector. 

I  think  it  is  a  matter  of  policy,  not  simply  a  matter  of  NIH  re- 
search, exactly  what  would  be  optimal.  The  critical  thing  that  we 
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can  provide,  again,  is  an  analysis  demonstrating  that  these  diag- 
nostic entities  are  serious  brain  disorders,  what  the  effective  treat- 
ments are,  what  the  range  of  effective  treatments  are,  and  what 
the  potential  costs  might  be  in  a  variety  of  health  care  settings. 

I  would  be  happy  to  set  this  forth  for  you  for  the  record. 

Senator  Specter.  Well,  we  would  be  interested  in  your  comments 
on  that. 

[The  information  follows:] 

Managed  Care  and  Mental  Illness 

In  the  absence  of  a  requirement  for  parity  of  mental  health  coverage,  there  is  con- 
cern about  the  quality  of  care  provided  to  people  with  mental  illness  because  of  a 
perceived  overriding  commitment  of  managed  care  systems  to  reducing  the  costs  of 
treatment,  which  could  lead  to  undertreatment  of  illness.  There  is  also  concern 
about  privacy  issues,  because  privacy  is  absolutely  essential  both  to  the  success  of 
therapies  for  mental  illness  and  to  protect  the  rights  of  patients. 

It  is  not  known  yet  just  how  far  the  costs  for  mental  health  care  can  be  reduced 
for  any  given  patient  population  without  causing  harm  to  patients.  There  is  an  ur- 
gent need  for  data  to  answer  this  question  and  NIMH  is  exploring  initiatives  that 
would  obtain  the  data  necessary  to  determine  these  lower  limits.  The  development 
of  the  managed  behavioral  health  care  industry  was  predicated  on  the  demonstra- 
tion that  any  company  with  an  insurance  premium  which  had  an  acute  care  mental 
health  indemnity  benefit  accounting  for  as  much  as  8  to  10  percent  of  total  benefit 
costs,  could  bring  in  a  managed  care  firm  to  reduce  mental  health  premium  costs 
to  below  6  percent  and  possibly  as  low  as  3  percent  of  total  premium.  The  quality 
of  care  provided  in  these  new  arrangements  remains  to  be  compared  in  a  scientif- 
ically acceptable  manner,  but,  anecdotally,  there  is  cause  for  concern  that  quality 
is  being  sacrificed. 

For  both  acute  and  chronic  Severe  Mental  Illness,  it  is  possible  that  long-term 
costs  could  be  minimized  by  tailoring  the  treatment  to  the  individual  and  by  consist- 
ent, careful  management  of  illness  episodes  and  crises.  Under  the  best  of  scenarios, 
managed  care  systems  would  have  the  potential — through  case  management  ap- 
proaches that  integrate  inpatient  and  outpatient  treatments  to  establish  the  optimal 
treatment  approach  for  an  individual  patient,  establish  individual  discharge  plans, 
and  monitor  patients  after  discharge  to  integrate  care  around  their  individual 
needs — to  ensure  effective  care  for  people  with  mental  illness. 

Another  potential  advantage  of  managed  care  for  mental  illness  is  the  possibility 
that,  through  collaboration  with  researchers,  managed  care  programs  may  have  the 
incentive  to  develop  more  effective  prevention  and  treatment  modalities  for  child 
and  adolescent  care. 

Discharge  plans  for  patients  with  long-term  or  chronic  treatment  needs  (estimated 
as  between  0.1  percent  to  0.4  percent  of  the  adult  population)  could  be  based  on  ap- 
proaches developed  by  NIMH-supported  researchers,  such  as  PACT  (Programs  of 
Assertive  Community  Treatment),  which  could  offer  an  integrated  health  and 
human  service  approach  to  meeting  the  psychosocial  and  medical  supports  nec- 
essary to  allow  these  patients  to  live  with  dignity  outside  an  institutional  setting. 

As  shown  in  the  example  of  Texas,  it  is  clear  that  the  introduction  of  managed 
care  into  an  unmanaged  market  will  more  than  offset  the  increase  in  costs  attrib- 
utable to  improved  benefits  for  mental  illness.  It  is  also  clear  that  all  States  which 
have  introduced  mental  health  parity  legislation  to  date  have  only  done  so  in  the 
presence  of  a  managed  care  administrative  plan. 

Although  more  research  will  be  useful  to  provide  additional  information  on  the 
dynamics  of  mental  health  service  system  responses  to  parity  legislation  and  various 
forms  of  managed  behavioral  health  care,  available  evidence  points  to  the  feasibility 
of  providing  parity  of  mental  health  coverage  without  dramatic  increases  in  costs. 
This  has  occurred  without  the  demise  of  all  indemnity,  PPO,  or  POS  plans,  which 
some  have  predicted.  However,  it  has  resulted  in  a  higher  degree  of  management, 
including  some  increase  in  the  proportion  of  the  population  which  has  chosen  HMO- 
type  plans.  The  ultimate  impact  on  reducing  reliance  on  the  public  sector  for  indi- 
viduals covered  in  parity  States  by  these  managed  care  plans  is  yet  to  be  analyzed. 

HEALTH  CARE  FIELD 

Senator  Specter.  The  whole  health  care  field  has  changed  very, 
very  dramatically  in  the  course  of  the  past — I  think  I  first  noticed 


297 

it  in  1990-91,  before  President  Clinton's  health  care  plan.  Then 
there  was  a  lot  of  private  sector  reaction  there  and  great  concern, 
as  illustrated  by  the  chart  which  my  staff  had  prepared  about  the 
bureaucracy  and  the  dramatic  changes. 

Then  the  managed  care  has  come  in  and  now  there  is  a  lot  of 
reaction  to  maintain  as  to  whether  the  market  is  going  to  take  care 
of  it  or  whether  we  are  going  to  have  to  legislate  about  it.  This 
mental  health  field  is  one  where  I  have  had  more  than  its  share, 
and  it  is  a  big  broad  field,  and  I  would  like  you  to  comment  in  writ- 
ing on  that. 

Dr.  Hyman.  I  will  do  that  in  writing.  Just  in  1  minute,  I  could 
say  one  of  the  striking  things  about  the  mental  health  field  is,  as 
you  know,  because  of  the  history  of  this  field,  because  you  cannot 
see  physical  abnormalities  on  the  outside  of  the  person,  and  be- 
cause of  outdated  theories  about  mental  illness,  there  has  been  an 
extraordinary  stigma  which  has  excluded  mental  disorders  from 
consideration  among  all  of  the  other  physical  disorders. 

NIH-  and  NIMH-sponsored  research  I  think  now  put  it  beyond 
a  shadow  of  a  doubt  that  these  are  real  and  serious  brain  diseases, 
and  the  issue  now  is  righting  these  historically  based  stigmas  and 
inequities  in  a  way  that  will  not  break  the  bank. 

COMPARATIVE  FUNDING  LEVELS 

Senator  Specter.  Let  me  broach  a  subject  and  ask  for  a  response 
by  both  Dr.  Klausner  in  cancer  and  Dr.  Paul  in  AIDS.  There  has 
been  a  fair  amount  of  comment  about  the  lack  of  attention  to  pros- 
tate cancer,  on  a  comparative  basis  to  breast  cancer  or  to  funding 
on  AIDS.  And  I  am  not  sure  as  to  the  reliability  of  the  figures.  We 
get  a  lot  of  figures  tossed  at  us  from  time  to  time. 

My  own  training  is  in  a  little  different  setting,  where  you  have 
to  have  hard  evidence  when  you  talk  about  figures.  On  the  floor  of 
the  U.S.  Senate — I  would  not  comment  about  the  House,  but  on  the 
floor  of  the  U.S.  Senate — there  is  not  too  much  precision  about 
what  is  said.  We  recently  considered  legislation  to  make  it  a  crime 
for  somebody  to  make  a  false  statement  to  the  Congress.  The  Su- 
preme Court  recently  interpreted  the  section  of  the  penal  code  that 
false  statements  are  prosecutable  only  if  they  are  made  to  execu- 
tive branch  and  not  the  Congress. 

That  brought  up  the  subject  as  to  what  would  happen  with  one 
Senator's  representations  to  another  on  the  floor  of  the  Senate,  and 
nobody  would  be  unindicted.  There  would  be  no  unindicted  co- 
conspirators in  the  body. 

But  I  have  seen  the  statistics,  that  I  do  not  vouch  for,  about  a 
disproportionate  flow  of  funds  to  AIDS  or  to  breast  cancer  com- 
pared to  prostate  cancer.  Since  you  have  two-thirds  of  that,  Dr. 
Klausner,  I  will  begin  with  you.  What  do  you  think? 

Dr.  Klausner.  I  think  the  way  we  need  to  approach  that  is  not 
by  looking  at  simple  and,  in  fact,  hard  to  get  and  interpret  num- 
bers, but  rather  to  ask  the  sort  of  questions  that  we  agree  we  need 
to  ask  about  prostate  cancer,  about  breast  cancer,  about  AIDS, 
about  any  particular  disease,  and  make  sure  that  we  are  address- 
ing those  questions. 
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In  prostate  cancer,  I  think  the  critical  issue  that  we  need  to  ad- 
dress is  that  we  desperately  need  better,  more  sensitive,  and  more 
specific  screening  methods. 

Senator  Specter.  Is  there  adequate  funding  for  prostate  cancer 
research? 

Dr.  Klausner.  We  are — I  believe  that  we  are  addressing  the  im- 
portant areas  about  prostate  cancer.  That  said,  in  prostate  can- 
cer  

Senator  Specter.  Is  it  proportionate  with  the  amount  of  funding 
devoted  toward  AIDS,  for  example? 

Dr.  Klausner.  I  think  it  is  very  difficult  for  me  to  describe  pro- 
portionality AIDS  versus  prostate  cancer. 

Senator  Specter.  Whom  should  I  ask? 

Dr.  Klausner.  Well,  it  depends.  Proportionality  based  upon 
what?  On  deaths  or  on  opportunities  for  discovery? 

Senator  Specter.  Well,  I  have  seen  the  statistics,  individuals 
who  have  prostate  cancer  contrasted  with  those  who  have  AIDS, 
the  amount  of  money  allocated  for  research  on  prostate  cancer  as 
opposed  to,  contrasted  with  AIDS. 

My  red  light  went  on,  but  that  does  not  affect  you,  within  limits. 

Dr.  Klausner.  OK.  I  think  there  are  opportunities  in  prostate 
cancer  that  we  can  fund,  but  I  would  say  that  the  major  advances 
we  need  to  make  in  prostate  cancer,  as  with  breast  cancer,  many 
of  them  are  by  approaches  that  are  not  readily  definable  and 
dividable  in  terms  of  each  different  entity. 

For  example,  supporting  our  clinical  trial  system.  We  would  not 
set  up  a  prostate  cancer  clinical  trial  system,  but  we  need  a  general 
clinical  trial  system.  We  need  to  make  sure  that  we  are  supporting 
in  general  the  opportunities  in  patient-oriented  research  and  that 
we  are  addressing  those  toward  a  particular  set  of  questions  that 
will  be  applicable  to  prostate  cancer,  such  as  the  ability  to  read  the 
molecular  nature  of  prostate  cancer. 

This  is  an  enormous  problem  in  prostate  cancer.  We  diagnose  it 
extremely  frequently  and  yet  we  do  not  know  which  of  those  can- 
cers we  need  to  treat  and  which  we  need  to  watch.  These  are  issues 
about  the  molecular  basis  of  this  particular  cancer  that  are  being 
addressed  both  for  prostate  cancer,  but  the  general  methodologies 
that  we  need  in  order  to  apply  them  to  prostate  cancer  are  not 
readily  coded  in  terms  of  prostate  versus  breast  versus  ovarian  ver- 
sus leukemia,  et  cetera. 

So  that  is  really  very  much  the  problem  with  the  idea  of  coding 
exactly  how  much  we  are  funding  for  breast  versus  prostate.  It  is 
very  difficult  to  draw  the  limits  between  important  advances  that 
we  need  to  answer  the  questions. 

Senator  Specter.  So  research  on  one,  on  breast  cancer  for  exam- 
ple, is  applicable,  fully  applicable  to  other  kinds  of  cancer,  like 
prostate  cancer? 

Dr.  Klausner.  I  would  actually  say  that  much  of  the  research, 
especially  the  basic  biologic  research  into  the  molecular,  the  ge- 
netic, the  environmental  basis  of  breast  cancer,  will  be  important 
and  applicable  to  prostate  cancer.  Clearly  there  are  things  that  are 
specific,  but  in  fact  where  we  need  to  make  advances  in  each  of 
these  cancers,  I  see  much  more  overlap  than  I  see  distinction. 
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In  fact,  with  each  passing  week  of  new  discovery  of  a  gene  pre- 
disposing, Hke  last  week,  to  skin  cancer,  we  saw  that  that  illumi- 
nated a  molecular  pathway  that  had  previously  been  implicated  in 
pancreatic  cancer.  We  never  would  have  suspected  that.  And  that 
is  why  it  is  very  difficult  to  draw  simple  lines  based  upon  our  pre- 
conceived notion  about  the  difference  between  different  cancers 
when  often  what  we  will  find  is  that  there  will  be  more  similarities 
between  a  critical  characteristic  of  prostate  cancer  that  may  spread 
and  a  brain  tumor  versus  a  breast  cancer  that  may  not  spread  and 
a  prostate  cancer  that  may  not  spread,  which  again  may  be  more 
similar. 

Senator  SPECTER.  Senator  Hollings. 

CANCER  RESEARCH  CENTERS 

Senator  Hollings.  Thank  you,  Mr.  Chairman.  I  congratulate  you 
on  this  appearance.  I  used  to  hold  these  hearings  20  years  ago  for 
Senator  Magnuson,  but  I  have  never  seen  all  of  them  arrayed  at 
one  time  here.  Some  would  feel  this  is  a  time  to  get  sick,  but,  hav- 
ing been  at  these  hearings,  this  is  not  the  time.  By  the  time  this 
crowd  decided  what  it  was  and  got  together  on  it,  we  would  be 
dead. 

Dr.  Klausner,  with  respect  to  cancer  centers  we  closed  down  10 
of  them  during  the  eighties.  Are  you  reopening  any  or  approving 
any  new  ones?  You  are  getting  increases  now  under  Senator  Spec- 
ter's leadership,  and  over  on  the  House  side  now  they  are  including 
an  increase,  which  I  am  encouraged. 

I  know  what  Dr.  Varmus  will  say.  I  want  to  hear  what  you  are 
going  to  say. 

Dr.  Klausner.  I  am  sorry,  I  did  not  hear. 

Senator  HOLLINGS.  Are  you  going  to  open  any  cancer — we  do  not 
have  any  approved  in  South  Carolina.  We  have  got  three  of  them 
approved  in  North  Carolina,  zip  in  South  Carolina,  for  example,  to 
be  specific. 

Dr.  Klausner.  We  currently  have  a  blue  ribbon  panel  headed  by 
Joe  Simone,  who  will  be  making  a  report  to  me  this  summer  on  re- 
structuring the  cancer  centers  program.  As  soon  as  I  started  the 
cancer  centers  community  said  to  me,  that  there  is  a  need  to  re- 
evaluate the  process  by  which  institutions  become  NCI-designated 
cancer  centers.  They  all  said  that  that  was  the  first  priority  we 
needed  to  deal  with  regarding  the  issue  of  cancer  centers,  about 
how  they  have  to  apply,  about  the  criteria  we  use  to  provide  fund- 
ing, and  the  designation. 

I  expect  to  have  a  report  by  the  end  of  the  summer,  and  I  think 
that  is  going  to  very  much  change  the  opportunities  available  to  in- 
stitutions throughout  the  country  to  apply  for  cancer  center  core 
grants  and  for  cancer  center  designation. 

Now,  we  have  in  fact  increased  the  number  of  grants  that  we  are 
looking  at  right  now  for  cancer  centers,  and  this  year  we  have  sig- 
nificantly increased  cancer  center  funding  levels.  We  are  now  look- 
ing at  a  whole  new  set  of  applicants.  I  have  not  seen  the  reviews 
of  those  yet,  but  we  certainly  are  looking  to  ways  to  simplify  the 
process  by  which  an  institution  can  become  an  NCI-designated  can- 
cer center  and  to  simplify  the  criteria  that  they  have  to  satisfy  in 
order  to  get  that  designation. 
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FUNDING  FOR  NEI 

Senator  HOLLINGS.  Well,  Dr.  Varmus,  right  to  the  point.  With 
the  opening  up  of  some  of  these  here,  I  would  hope  that  we  would 
look  to  those  areas,  for  example,  that  just  never  have  had  them  ap- 
proved, although  we  have  got  everybody  there  that  has  been  ap- 
proved. 

With  respect  to  the  Eye  Institute,  Dr.  Varmus,  why  are  they  not 
getting  just  as  great  a  percentage  increase  over  the  past,  let  us  say, 
couple  of  years  as  the  other  Institutes?  I  am  told  that  Dr.  Kupfer 
is  doing  too  good  a  job  and,  therefore,  that  penalizes  him. 

Dr.  Varmus.  Well,  I  would  never  want  to  penalize  Dr.  Kupfer. 
But  I  would  actually  take  issue  with  the  statement  that  they  are 
not  receiving  as  much  of  an  increase  as  others.  There  may  be  one- 
hundredth  of  1  percentage  point  difference,  but  the  Eye  Institute 
is  doing  quite  well.  They  have  an  excellent  success  rate.  Research 
productivity  is  fine. 

One  of  the  things  to  keep  in  mind  is  that  as  we  shape  initiatives 
in  response  to  specific  new  health  needs — Alzheimer's  in  the  mid- 
eighties  or  certain  cancers  or  AIDS — that  there  will  be  a  few  Insti- 
tutes that  do  better  than  others.  But  I  do  not  believe  that  the  Eye 
Institute  has  been  discriminated  against. 

Dr.  Kupfer  might  wish  to  comment. 

Senator  HOLLINGS.  Dr.  Kupfer,  will  you  comment?  My  facts  or 
figures  show  that  you  got  a  lesser  percentage  increase. 

Dr.  Kupfer.  Well,  Senator,  I  think  Dr.  Varmus'  point  is  quite 
correct.  I  think  the  important  thing  is  do  we  receive  enough  re- 
sources to  carry  on  the  highest  priorities,  and  I  think  we  have  been 
fortunate  in  receiving  this  from  the  Congress. 

NIH  FUNDING  LEVEL 

Senator  ROLLINGS.  Very  good. 

Dr.  Varmus,  do  you  agree  with  the  President's  request,  or  are 
you  asking  for  more?  Just  exactly  what  is  your  presentation  to  the 
committee? 

Dr.  Varmus.  Sir,  I  come  here  to  present  the  President's  budget. 

CANCER  PREVENTION 

Senator  Rollings.  The  President's  budget. 

With  respect  to  the  mental  health,  Mr.  Chairman,  that  you  were 
asking  about,  the  same  recent  example  with  breast  and  prostate. 
I  am  No.  1  on  cervical,  No.  2  on  breast  cancer  deaths.  Most  of  that 
comes  from  a  minority  population  that  is  afraid  to  take  the  test. 
And  similarly,  with  one  of  the  highest  rates  of  prostate  cancer. 

Now,  you  move  over  to  mental  health,  I  remember  in  the  old 
days  when  I  was  first  in  the  legislature  we  had  to  clean  up.  I 
worked  with  Dr.  Karl  Menninger  out  there  in  Kansas,  and  the 
word  "idiot,"  and,  you  know,  they  would  lock  them  up  down  in  the 
cellar,  or  put  them  in  the  attic,  or  whatever  it  was.  There  was  not 
any  treatment  for  those  that  were  "tetched  in  the  head." 

And  it  has  been  difficult  to  change  that  mindset  over  the  country. 
Now  we  understand  that  it  is  very,  very  treatable  and  we  are  mak- 
ing tremendous  progress  in  that  particular  field. 
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I  think  that,  Dr.  Klausner,  with  respect  to  the  cancer  centers — 
and  I  will  then  yield,  Mr.  Chairman — do  any  of  the  centers,  are 
they  oriented  around  prevention  of  cancer,  or  am  I  whistling  Dixie 
when  I  use  the  expression  "prevention  of  cancer"? 

Dr.  Klausner.  No;  you  are  not.  We  have  a  very  large  program 
in  cancer  prevention.  In  fact,  many  of  our  cancer  centers  specialize 
in  cancer  prevention.  All  of  the  comprehensive  cancer  centers,  so 
designated,  are  comprehensive  because  they  have  a  full  range  of 
approaches  to  cancer,  including  prevention  and  what  we  call  cancer 
control. 

In  both  our  cancer  centers  and  our  clinical  trial  system  there  has 
been,  over  the  last  decade,  a  quite  dramatic  growth  in  the  number 
of  studies,  the  number  of  trials  that  we  are  doing  in  prevention,  a 
whole  variety  of  approaches  to  prevention,  including  drugs  that 
may  prevent  the  development  of  cancer.  An  example  is  for  breast 
cancer  the  use  of  tgimoxifin,  which  is  being  tested  in  a  large  clini- 
cal trial.  For  prostate  cancer  we  are  looking  at  an  antiandrogen, 
phenasterite,  to  see  if  that  prevents  the  development  of  prostate 
cancer. 

Prevention  also  extends  to  studies  in  behavior,  to  making  sure 
that  individuals  seek,  as  you  said,  early  detection,  which  we  know 
is  effective,  such  as  for  cervical  cancer.  So  the  cancer  centers  as 
well  as  a  whole  variety  of  other  programs — grants,  clinical  trials, 
et  cetera — put  together  build  a  fairly  large  commitment  to  the  need 
to  look  at  how  we  can  not  only  treat  cancer,  but  prevent  it. 

Senator  ROLLINGS.  Thank  you  very  much,  Mr.  Chairman. 

Senator  Specter.  Senator  Mack. 

Senator  Mack.  Thank  you,  Mr.  Chairman.  I  apologize  for  being 
late.  I  have  a  statement  which  I  will,  I  guess  at  this  point,  just  in- 
clude in  the  record. 

Senator  Specter.  Senator  Mack,  do  you  want  to  take  some  time 
now  to  do  that?  Otherwise  it  will  be  included  without  objection  in 
the  record. 

Senator  Mack.  Thank  you. 

BRCA-l  STUDIES 

Dr.  Klausner,  I  would  like  to  engage  in  some  conversation  with 
you  if  we  could,  and  let  me  just  make  a  couple  of  comments  from 
my  notes.  On  February  29  of  this  year,  an  issue  of  Nature  Genetics 
contained  a  fascinating  study  by  my  friend  Mary  Clair  King.  Dr. 
King  and  her  colleagues  injected  10  mice  with  human  breast  cancer 
cells  from  a  noninherited  case  of  the  disease.  These  cells  produced 
low  levels  of  the  BRCA-l  protein,  2  weeks  later,  after  the  cells  be- 
came tumorous,  two  mice  were  injected  with  a  virus  to  ferry  nor- 
mal BRCA-l  genes  into  the  cancer.  Five  other  mice  received  the 
same  virus,  but  it  ferried  damaged  copies  of  the  gene.  The  result 
was  rather  astonishing.  The  normal  version  of  the  gene  produced 
a  protein  which  in  this  experiment  slowed  both  the  formation  and 
the  growth  of  breast  tumors.  Equally  important,  the  protein  ap- 
pears to  work  outside,  rather  than  inside,  the  cancer  cell. 

Dr.  King  and  her  colleagues  believe  the  protein  could  be  signifi- 
cant in  the  development  of  a  new  class  of  cancer  drugs.  And  I  also 
know  that  when  this  came  out  it  caused  quite  a  furor.  There  was 
rather  significant  debate  about  whether  this  was  an  accurate  de- 
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scription  of  the  discovery,  or  at  least  the  conclusion  as  to  what  it 
might  mean. 

I  gather  as  I  came  in  here  I  heard  you  talking  about,  and  we  had 
the  opportunity  this  past  weekend  to  talk  about,  the  discovery  with 
the  slan  cancer  gene.  Tell  me  what  you  think  this  discovery  by 
Mary  Clair  King  means,  and  I  guess  as  well  tell  me  how  you  went 
about  the  process  of  trjdng  to  bring  together  this  rather  strong 
opinion  from  opposite  points  of  view,  and  how  did  that  all  work  out 
and  what  do  you  have  to  tell  us  about  that? 

Dr.  Klausner.  I  think  this  is  very  illustrative  of  the  process  of 
science.  We  were  all  intrigued  and  in  some  sense  astonished  by 
that  report.  It  is  important  to  understand  that  there  are  several 
groups,  in  fact  now  a  large  number  of  different  groups,  that  are 
working  on  the  BRCA-1  gene.  The  discovery  of  the  gene  allows  us 
to  try  to  understand  how  the  gene  functions  in  normal  cells  and 
how  its  loss  of  function  predisposes  to  cancer. 

In  order  to  ask  those  questions,  we  need  to  understand  how  the 
product  of  the  gene,  in  this  case  a  protein,  actually  functions  in 
cells.  Many  different  groups  are  working  on  this  and,  as  you  allude 
to,  these  different  groups  do  not  agree  with  each  other.  There  are 
three  different  conclusions  drawn  by  multiple  different  groups  as 
we  speak  about  the  nature  of  the  BRCA-1  gene  product. 

This  often  happens  early  on  in  discoveries,  and  it  may  be  that 
all  are  right,  and  it  is  a  very  complicated  issue.  In  order  to  try  to 
resolve  that  as  quickly  as  possible,  I  invited  everyone  that  we  could 
find  that  we  knew  was  working,  whose  lab  was  working  on  the 
BRCA-1  protein.  This  area  is  an  area  of  my  own  research  exper- 
tise, and  I  invited  them  all  to  come  to  Bethesda  and  bring  their  di- 
rect data  and  present  it  to  me. 

In  fact.  Dr.  Varmus  joined  us.  We  had  a  wonderful  long  labora- 
tory meeting  for  a  day,  and  I  think  we  made  real  progress  in  agree- 
ing that  reagents  need  to  be  exchanged  between  all  of  these  labs, 
protocols  need  to  be  exchanged,  and  we  laid  out  a  series  of  experi- 
ments that  need  to  be  done  to  resolve  these  contradictory  findings. 

There  was  no  conclusion  that  I  can  report  on  that  meeting,  other 
than  they  agreed  to  do  all  those  experiments  and  then  come  back. 
They  wanted  me  to  invite  them  back.  They  found  it  very  useful  to 
have  the  data  reviewed  this  way.  And  I  think  we  will  have  resolu- 
tion about  where  BRCA-1  is. 

But  there  is  not  agreement  that  this  in  fact  is  a  protein  that  is 
secreted  like  hormones  are,  and  we  will  just  have  to  see  when — 
it  has  not  been  replicated  or  reproduced  in  other  laboratories  and 
we  will  have  to  see  what  happens  when  the  reagents  and  the  cell 
lines  and  the  tumors  are  exchanged. 

Senator  Mack.  Give  me  a  sense  of  whether  you  can  give  us  a 
range  of  what  the  outcome  could  be?  I  mean,  suppose  Mary  Clair 
King  and  her  group  is  correct.  What  does  that  hold  for  us.  And 
what  are  the  other  alternatives? 

Dr.  Klausner.  If  the  protein  is  a  secreted  protein  and  acts  analo- 
gous to  hormones  and  cancer  arises  due  to  the  absence  of  this  pro- 
tein, certainly  the  absence  of  this  protein  wherever  the  protein  is, 
we  know  predisposes  the  development  of  breast  and  ovarian  cancer. 
If  it  was  a  secreted  protein  analogous  to  insulin,  for  example,  of 
course  it  raises  the  wonderful  possibility  of  this  being  a  direct 
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therapeutic  by  being  able  to  give  the  protein.  But  that's  a  big  if 
right  now. 

Because  of  that  intriguing  and  tantahzing  possibility,  this  would 
be  the  first  example  of  a  secreted  tumor  suppressor  protein.  That 
was  one  of  the  reasons  it  was  both  so  astonishing  and  so  exciting 
as  a  possibility,  but  also  why  we  have  to  look  so  carefully  at  mak- 
ing sure  that  actually  proves  to  be  the  case  or  not. 

Senator  Mack.  Just  a  last  one  on  that,  if  I  could.  When  do  you 
think  that — when  are  you  planning  on  getting  back  together  again? 

Dr.  Klausner.  We  promised  that  we  would  invite  the  whole 
group  back  together  some  time  this  fall,  giving  them  enough  time 
to  do  the  experiments  that  Dr.  Varmus  and  I  laid  out. 

Senator  Mack.  Do  you  think  that  is  a  sufficient  amount  of  time? 

Dr.  KlJ^USNER.  We  think  so,  yes. 

Senator  Mack.  I  see  the  light  is  on. 

Dr.  Klausner.  This  was  a  lot  easier 

Dr.  Varmus.  Would  you  like  to  come? 

Senator  Mack.  It  might  be  very  educational.  Please  send  me  an 
invitation. 

Dr.  Klausner.  I  must  say  it  was  a  lot  easier  to  explain  this  to 
you  today  than  at  the  race,  where  I  tried  desperately  to  keep  up 
with  Senator  Mack  in  the  race  for  the  cure. 

FUNDING  FOR  THE  OFFICE  OF  AIDS  RESEARCH 

Senator  Specter.  Thank  you  very  much.  Senator  Mack. 

I  would  like  to  address  this  question  to  Dr.  Paul.  Last  year  we 
had  a  very  extended  session  among  Congressman  Porter,  chairman 
of  the  House  committee,  and  Dr.  Varmus  and  Dr.  Paul  with  respect 
to  a  difference  of  judgment  between  the  Senate  and  the  House, 
with  the  Senate  having  provided  the  direct  appropriation  to  the  Of- 
fice of  AIDS  Research,  as  requested  in  the  President's  budget  and 
as  authorized,  and  the  House  taking  the  position  that  they  wanted 
to  make  all  moneys  for  research,  AIDS  and  non-AIDS,  to  the  24  In- 
stitutes and  Centers  of  NIH. 

My  question  to  you.  Dr.  Paul,  is  is  it  important  in  your  view  that 
the  allocation  be  made  to  the  Office  of  AIDS  Research  and,  if  so, 
why? 

Dr.  Paul.  Yes,  Mr.  Specter.  My  view,  and  the  view  of  the  NIH 
and  the  administration,  is  that  the  single  or  the  consolidated  ap- 
propriation provides  the  kinds  of  flexibility  for  the  Nation's  AIDS 
research  effort  to  respond  to  opportunities  in  a  way  that  would  be 
exceedingly  difficult  once  the  appropriations  were  made  directly  to 
the  individual  Institutes. 

It  is  rather  like  the  situation  in 

Senator  Specter.  So  you  do  not  want  the  money  to  go  in  a  direct 
appropriation  to  the  Office  of  AIDS  Research? 

Dr.  Paul.  No;  I  am  sorry,  sir.  I  meant  we  do  favor  the  consoli- 
dated appropriation  to  the  OAR,  with  subsequent  distribution  of 
those  resources  to  the  Institutes.  So  that  is,  we  favor  the  position 
that  the  Senate  held  last  year. 
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INFORMATION  EXCHANGE 


Senator  Specter.  There  is  so  much  to  cover  that  I  want  to  move 
on  to  another  subject,  reaHzing  that  that's  not  really  a  subject  that 
really  calls  for  a  great  deal  more  discussion.  If  you  want  to  com- 
ment further,  or  if  you  want  to  comment  further.  Dr.  Vsirmus,  we 
would  appreciate  it  in  writing. 

I  want  to  turn  to  a  subject  of  sharing  of  information,  and  I  want 
to  focus  on  this  with  you.  Dr.  Katz,  because  it  applies  in  significant 
part  to  the  issue  of  scleroderma.  We  recently  had  a  field  hearing 
with  Senator  Boxer  in  Los  Angeles  and  found  that  scleroderma  is 
a  very  serious  matter  for  a  lot  of  people  that  has  not  been  as  broad- 
ly recognized  as  it  might  be. 

I  raise  it  in  the  context  of  a  report  made  by  the  New  England 
Journal  of  Medicine  back  in  February,  which  I  have  written  Dr. 
Varmus  about,  on  the  sharing  of  information,  with  the  Journal  re- 
porting that  university  scientists  increasingly  depend  on  corporate 
money  and  stifle  the  free  exchange  of  information.  There  had  been 
a  suggestion  by  a  cancer  researcher  at  NIH  urging  fellow  scientists 
to  boycott  such  confidentiality  agreements,  at  least  until  the  com- 
peting interests  of  companies  and  medical  researchers  could  be  re- 
solved. 

When  we  talked  to  the  people  in  scleroderma  research,  their  allo- 
cation is  relatively  modest,  at  about  $2.3  million,  they  were  making 
a  request  not  so  much  for  more  money,  but  for  more  interchange 
from  all  of  the  branches  at  NIH.  So  I  raise  it  in  the  context  of  this 
very  distinguished  group  so  you  can  all  hear  it  at  once  and  tackle 
this  general  subject  with  a  couple  of  subparts  of  questions. 

No.  1,  is  there — and  perhaps  this  could  be  supplemented  by  oth- 
ers in  the  room.  Is  there  really  the  exchange  of  information  among 
all  the  branches  at  NIH  to  the  maximum  extent.  No.  2,  do  you 
think  that  there  ought  to  be  some  legislation  on  this?  Maybe  it  is 
against  public  policy  to  keep  research  confidential.  It  is  like  settle- 
ments in  lawsuits  that  the  parties  may  agree  to,  but  the  Congress 
may  disagree  with  because  if  there  is  a  danger  it  may  be  against 
public  policy  to  enforce  those  agreements,  like  agreements  of  com- 
panies on  research. 

No.  3,  what  would  your  comment  be  as  to  the  reality  of  sharing 
information  so  that  scleroderma  gets  the  benefit  of  research  above 
and  beyond  what  our  limited  appropriation  directed  at  them  can 
do? 

Dr.  Katz.  With  regard  to  inter-Institute  exchange,  since  I  have 
been  Director  for  the  past  10  months  I  have  the  sense — and  I  think 
I  speak  for  all  of  the  Institutes — that  there  is  a  tremendous 
amount  of  information  exchange,  of  both  at  the  programmatic  level 
and  in  the  intramural  program. 

Senator  Specter.  If  anybody  disagrees  with  that,  I  would  like  to 
have  a  written  memorandum  on  it. 

Go  ahead. 

Dr.  Katz.  Thank  you. 

Within  the  intramural  program  the  exchange  has  been  enhanced 
by  the  inter-Institute  interest  groups  that  foster  this  type  of  very 
open  exchange  from  Institute  to  Institute,  without  any  walls  at  all. 
With  regard  to  general  information  exchange,  this  is  done  via  meet- 
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ings,  and  via  abstracts  that  are  presented  at  meetings.  Because  the 
technology  is  so  technical  now,  it  requires  that  there  be  exchange 
in  order  to  tackle  any  given  problem. 

The  issue  that  was  addressed  earlier  by  Dr.  Klausner  with  re- 
gard to  the  skin  cancer,  that  interchange  that  brought  about  those 
discoveries  was  interchange  between  individuals  who  were  study- 
ing the  fruit  fly  and  other  individuals  who  were  studying  skin  can- 
cer. There  is  no  way  that  they  could  have  gotten  together  without 
this  type  of  open  exchange,  so  I  think  that  it  does  exist. 

Anything  that  we  support  at  the  NIH  requires  an  openness  of  ex- 
change. Any  of  the  collaborative  agreements  with  industry  that  go 
on  at  the  NIH  require  that  there  be  no  secrecy  involved.  So  I  think 
that  there  is  a  general  sense  that  there  is  openness  of  exchange. 
With  regard  to  the  sharing  of  information  specifically  about 
scleroderma,  which  is  a  devastating  disease,  I  believe  that  there  is 
an  openness  at  meetings  of  talking  about  even  glimmers  of  hope  in 
terms  of  new  findings.  Why  is  that?  Because  any  new  finding  needs 
to  be  confirmed  and  extended. 

What  we  have  done  at  the  Institute,  and  I  think  that  most  of  the 
Institutes  have  this  now,  is  we  have  established  a  home  page 
where  we  very  quickly  take  any  of  the  results  that  come  from  our 
investigators  and  we  put  it  on  our  home  page.  In  that  way  inves- 
tigators can  constantly  access  information.  More  and  more  inves- 
tigators are  utilizing  this  as  an  information  resource. 

Senator  SPECTER.  Where  is  that  home  page  available? 

Dr.  Katz.  That  home  page  is  available  via  the  Internet.  Anyone 
can  go  into  the  NIH  home  page  and  get  into  an  Institute  home 
page. 

As  well,  the  NIAMS  has  a  very  active  centers  program,  with  cen- 
ters that  focus  research  in  many  different  diseases.  We  have  re- 
cently issued  an  RFA  for  a  specialized  center  of  research  in 
scleroderma.  The  reason  I  say  that  is  because  those  centers'  pro^ 
gram  staff  get  together  and  exchange  information  at  national  meet- 
ings. So  there  is  considerable  information  exchanged. 

Could  we  extend  the  types  of  research  that  are  being  done  in 
scleroderma?  Of  course  we  could.  But  of  course,  we  are  going  to  ad- 
dress those  scientific  initiatives  and  opportunities  that  can  be  best 
addressed  with  regard  to  filling  in  the  gaps  in  knowledge,  and  we 
are  constantly  looking  to  identify  those  gaps  in  knowledge  and 
those  opportunities. 

Senator  Specter.  Thank  you,  Dr.  Katz. 

Dr.  Varmus.  Mr.  Chairman,  if  F  could  speak  very  briefly  to  Dr. 
Katz's  comment,  which  I  agree  with.  I  agree  that  the  Scleroderma 
Foundation  headed  by  Sharon  Monsky  is  an  exemplar  of  a  means 
to  energize  investigators  who  are  working  with  basic  questions  in 
cell  biology  to  become  interested  in  a  clinical  problem. 

This  is  an  outstanding  initiative,  but  it  is  not  unique.  There  are 
many  other  diseases  that  have  been  championed  by  patients  and 
advocates  that  have  energized  investigators  in  the  same  way  and 
created  this  mood  of  collaboration  and  cooperation  among  inves- 
tigators that  has  been  very,  very  useful. 

Senator  Specter.  Thank  you.  Dr.  Varmus. 

Senator  Hollings. 
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INFORMATION  DISSEMINATION  BY  NLM 

Senator  ROLLINGS.  Well,  on  that  dissemination  of  information,  I 
remember,  Mr.  Chairman,  we  had  with  this  committee  about  15 
years  ago  appropriated  $10  million  to  the  National  Library  of  Medi- 
cine [NLM]  to  develop  protocols  so  that  a  doctor  in  Roundo,  SC, 
could  punch  in  symptoms  and  seek  the  best  in  medical  knowledge 

The  difficulty  at  the  time,  if  I  remember  it,  was  that,  like  the 
banks  in  trying  to  computerize  banking,  they  could  not  get  the 
similar  vocabulary,  and  you  doctors  all  write  in  Latin  anyway,  and 
we  were  spending  years  trying  to  get  that  worked  out. 

Is  that  worked  out  now  where  the  Library  of  Medicine,  these  pro- 
tocols are  easily  available  on  there?  They  have  got  an  Internet.  I 
am  sure  they  must  be  on  the  Internet,  are  they  not? 

Dr.  Varmus.  Yes;  we  have  a  tremendous  network  to  provide  in- 
formation to  physicians.  Dr.  Lindberg  might  want  to  comment. 

Senator  ROLLINGS.  Yes;  tell  me.  Bring  me  up  to  date  on  that.  Is 
that  working? 

Dr.  Lindberg.  Yes,  Senator  Rollings,  it  is.  And  I  recall  your  in- 
terest in  it  10  years  ago. 

Senator  Specter.  I  had  Dr.  Frank  Rose,  a  friend  of  ours. 

Dr.  Lindberg.  Right.  We  started,  with  Congress'  help,  a  program 
to  develop  a  unified  medical  language  system.  I  said  it  was  a  10- 
year  program  and  indeed  it  is  finished  and  in  full  testing  now  this 
year.  We  think  that  the  linguistic  part  of  the  barrier  of  people  get- 
ting at  medical  information  probably  has  had  its  back  broken,  so 
to  speak,  and  that  we  have  solved  that. 

The  Internet  is  now  spreading  so  fast,  including  in  Carolina,  that 
I  think  the  ability  of  ordinary  doctors  and  people,  citizens,  to  get 
at  information  is  vastly  improved  over  what  it  was  in  the  days  that 
you  are  talking  of. 

FUNDING  FOR  THE  CLINICAL  RESEARCH  CENTER 

Senator  ROLLINGS.  Do  we  have  enough — thank  you  very  much. 

Dr.  Varmus,  do  we  have  enough  money  in  here  for  the  clinical 
research  center?  I  have  always  understood  we  need  one,  we  need 
one.  We  have  been  saying  it  for  years.  Do  we  finally  have  the 
money  in  this  budget? 

Dr.  Varmus.  The  President's  request  is  to  fund  the  clinical  center 
in  a  single  year.  That  has  been  a  matter  of  some  contention,  but 
that  would  be  enough  to  fund  the  entire  project.  The  project  would 
take  several  years  of  construction,  but  we  are  requesting  the  money 
in  a  single  year  to  ensure  the  continuity  of  the  project. 

Senator  ROLLINGS.  If  we  could  not  get  it  all  in  a  single  year, 
what  is  the  next  best  thing  we  ought  to  do?  Make  sure  we  get  our 
foot  in  the  door? 

Dr.  Varmus.  That  is  correct.  But  the  concern,  of  course,  would 
be  that  there  be  continuity  of  funding  and  that  we  would  have  a 
mechanism  to  maximize  the  efficiency  of  the  project.  It  would  be 
difficult  to  put  it  into  separate  components  and  have  to  do  separate 
contracting  for  each  component.  That  would  make  the  project  much 
more  expensive  and  we  are  tiying  to  maximize  the  efficiency. 

Senator  Rollings.  What  did  the  Rouse  do  on  that  score?  Did 
they  give  you  the  entire  amount,  the  Rouse  of  Representatives? 
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Dr.  Varmus.  The  House  markup  includes  $90  million  for  1997 
and,  though  I  have  not  seen  the  precise  language,  I  gather  it  in- 
structed us  to  go  £ihead  with  a  contract  mechanism  that  would 
cover  the  entire  project,  on  the  assumption  that  funding  would  be 
forthcoming. 

Senator  ROLLINGS.  But  that  is  not  the  entire  amount  of  money? 

Dr.  Varmus.  No;  it  would  be  on  the  assumption  that  the  money 
would  be  forthcoming  in  subsequent  fiscal  years. 

Senator  ROLLINGS.  Very  good. 

Thank  you,  Mr.  Chairman. 

Senator  Specter.  Thank  you  very  much,  Senator  Rollings. 

Senator  Mack. 

EARLY  CANCER  DETECTION 

Senator  Mack.  Thank  you,  Mr.  Chairman. 

Again  I  want  to  continue  with  Dr.  Klausner.  I  find  myself 
quoting  a  set  of  statistics  over  and  over  again  over  the  last  several 
years  and  I  think  maybe  it  is  time  to  throw  the  statistics  out  here 
and  ask  a  question  in  the  context  of  where  we  are  spending  money 
in  the  fight  against  cancer.  I  first  heard  this  with  some  folks  with 
the  American  Cancer  Society  who  indicated  several  years  ago  that 
we  could  increase  the  cure  rate  in  cancer  from  roughly  50  percent, 
where  it  is  today,  to  75  percent  without  a  single  additional  techno- 
logical breakthrough. 

Now,  the  statistics  are  theirs,  in  other  words,  we  would  not  need 
a  more  powerful  accelerator,  even  though  we  could  use  one.  What 
they  are  saying  is  that  you  would  not  need  to  have  another  break- 
through, let's  say  in  gene  therapy,  immunotherapy,  or  whatever. 

And  they  say  that  this  cure  rate  increase  could  come  about  as  a 
result  of  people  taking  advantage  of  early  detection  procedures  that 
are  already  on  the  market,  so  to  speak.  And  if  that's  an  accurate 
statement,  I  think  it  really  says  to  us  that  we  really  ought  to  be 
looking  at,  well,  how  are  we  investing  dollars? 

If  we  can  have  a  50-percent  increase  in  the  cure  rate  by  focusing 
our  dollars  on  the  combination  of  education  and  message,  if  you 
will,  with  respect  to  early  detection,  it  raises  the  question,  how  are 
we  spending  our  money  and  what  should  we  be  doing.  So  I  guess 
the  first  part  is,  can  you  give  me  a  sense  of,  if  we  take  the  money 
at  the  Federal  level  that  we  are  investing  in  this  fight  against  can- 
cer, how  it  is  broken  down,  how  much  of  it  goes  to  research,  how 
much  of  it  is  in  education,  how  much  of  it  for  early  detection,  and 
so  forth? 

Dr.  Klausner.  Well,  we  have  a  significant  investment  in  edu- 
cation, outreach,  and  awareness.  But  to  bring  up  something  Dr. 
Varmus  raised  with  the  scleroderma  example,  one  of  the  dramatic 
and  important  changes  in  biomedical  research  and  in  medicine  has 
been  the  activism  of  consumers,  of  patients,  of  survivors,  volunteer 
groups,  that  continue  to  be  formed,  with  often  a  major  emphasis  on 
increasing  awareness. 

There  is  no  question  that  the  way  to  increase  awareness  is  to 
make  sure  that  it  is  a  grassroots  effort,  that  it  occurs  in  schools, 
it  occurs  in  communities,  it  occurs  in  churches,  it  occurs  at  work, 
et  cetera.  The  important  role  that  the  NIR  has,  and  for  cancer  that 
the  NCI  has  responsibiUty,  is  to  provide  accurate,  accessible,  and 
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available  information  to  this  enormous  hunger  for  information 
about  the  disease,  about  what  causes  it,  about  what  one  can  do  to 
prevent  it,  about  where  one  goes  for  treatment,  about  treatment  op- 
tions, et  cetera. 

'  So  I  think  there  is  a  very  good  partnership  now  between  private 
organizations,  nonprofit  organizations,  and  especially  the  explosion 
of  activity  by  consumers  and  activists,  that  we  are  working  very 
closely  with  in  order  to  leverage  research  funds  where  we  create 
the  knowledge  and  we  create  the  instruments  to  disseminate  them. 
But  in  the  end  it  requires  us  to  interface  with,  in  a  really  active 
way,  the  community  in  the  broadest  sense  in  order  to  get  that  in- 
formation and  av/areness  out  there. 

It  is  a  difficult  and  continuously  challenging  problem.  We  know 
the  role  of  smoking  in  producing  cancer  mortality  and  yet  smoking 
rates  among  adolescents  are  rising.  We  need  to  do  more  research 
to  understand  that.  We  definitely  need  more  outreach. 

But  that  I  do  not  think  can  be  done  entirely,  nor  should  it  be  en- 
tirely, done  by  the  Federal  Government.  It  is  not  being  done,  and 
I  do  not  think  it  needs  to  be  either-or,  we  do  research  or  we  dis- 
seminate and  educate.  I  think  we  can  do  both. 

Senator  Mack.  How  do  you  react  to  that  number  of  50  to  75  per- 
cent? 

Dr.  Klausner.  I  am  not  sure  how  precise  the  numbers  are  in 
terms  of  simply  early  detection.  I  think  there  is  a  lot  of  uncertainty 
when  we  look  from  one  cancer  to  another  about  the  exact  efficacy 
of  current  detection  technologies.  I  have  no  question  that  with  im- 
proving detection  technologies  we  will  be  able  to  improve  the  cure 
rate. 

There  are  other  things  that  can  improve  the  survival  and  the 
cure  rate,  and  that  is  to  make  sure  that  everyone  has  access  to 
state  of  the  art,  both  early  detection,  prevention,  and  treatment, 
and  not  everyone  does.  And  there  is  no  question  that  people  do  bet- 
ter in  terms  of  their  outcome  once  they  receive  state-of-the-art 
treatment,  and  not  everyone  has  access  to  it. 

So  I  think  there  are  many  different  ways  that  we  actually  can 
improve  outcomes  from  just  what  we  know. 

Dr.  Varmus.  The  other  point.  Senator  Mack,  is  that  it  is  not  al- 
ways so  easy  to  separate  the  categories  of  research  into  prevention 
and  understanding  of  the  basic  mechanisms  of  cancer.  Let  me  give 
you  one  example.  In  the  area  of  cancer  genetics  that  you  are  quite 
familiar  with,  our  new  ability  to  identify  people  who  are  at  espe- 
cially high  risk,  for  example,  of  colon  cancer  allows  us  to  identify 
individuals  who  have  a  special  need  for  annual  colonoscopy  to  de- 
tect early  tumors. 

The  creation  of  incentives  for  early  detection  is  a  quite  important 
one,  as  you  know,  and  the  behavior  modifications  that  are  required 
to  encourage  people  to  undergo  testing  is  something  that  we  can 
pursue  in  a  way  that  is  linked  very  closely  to  our  advances  in  ge- 
netics of  cancer. 

DISEASE  PREDICTION — PROTECTING  PRIVACY 

Senator  Specter.  Thank  you  very  much,  Senator  Mack. 
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As  I  said  earlier,  I  am  going  to  have  to  excuse  myself  in  just  a 
few  minutes,  and  Senator  Mack  has  agreed  to  move  forward  with 
the  hearing. 

I  would  like  to  address  a  question  to  Dr.  Collins,  which  I  would 
appreciate  it  if  he  would  respond  in  writing.  It  is  another  complex 
issue,  and  that  is,  with  the  phenomenal  advances  in  gene  research 
there  is  now  reputed  to  be  some  substantial  predictability  about 
what  will  happen  to  people  with  respect  to  specific  illnesses  or  dis- 
eases, and  that  has  a  tremendous  potential  impact  in  many  lives, 
one  of  them  on  insurance  coverage  or  privacy. 

There  has  been  a  number — there  has  been  some  legislation  to 
protect  privacy.  Today's  New  York  Times  has  a  story  about  what 
is  happening  in  New  Jersey  and  references  other  States.  A  number 
of  us  have  been  working  on  legislation  in  that  field.  Senator  Do- 
menici  has  expressed  an  interest.  We  have  been  working  on  it  on 
this  subcommittee. 

I  would  be  interested  in  your  response  as  to  what  we  ought  to 
be  looking  at,  to  the  extent  that  you  can  give  us  some  guidance  as 
to  how  we  can  protect  confidentiality,  leaving  the  maximum  lati- 
tude for  the  research  which  ought  to  be  done  from  the  health  fac- 
tor, but  trying  to  protect  people  so  that  they  do  not  become  unin- 
surable when  it  becomes  known  or  they  do  not  have  to  answer 
questions  on  employment  applications,  so  that  we  have  an  appro- 
priate interface  of  those  considerations. 

[The  information  follows:] 

Protecting  Privacy 

Privacy  and  fair  use  of  genetic  information  is  a  priority  issue  of  the  ethical,  legal 
and  social  implications  (ELSI)  program  at  the  Human  Genome  Project.  As  our 
knowledge  grows  about  individual  susceptibility  to  disease,  so  too  does  the  potential 
for  discrimination  and  stigmatization  based  on  the  information  contained  in  our 
genes.  Of  particular  concern  is  the  fear  that  we  will  lose  our  jobs  or  health  insur- 
ance because  we  are  shown  to  be  at  high  risk  for  a  particular  disease.  Denying  indi- 
viduals health  insurance  or  employment  based  on  genetic  information  will  be  an  un- 
fortunate deterrent  to  reaping  the  benefits  of  genetics  research.  Furthermore,  we 
are  all  at  risk  for  certain  diseases,  and  as  gene  discoveries  and  genetic  testing  ad- 
vance, we  will  have  the  opportunity  to  learn  more  about  our  individual 
susceptibilities.  A  health  insurance  system  that  uses  this  information  to  deny  indi- 
viduals coverage  will  be  unworkable  in  the  long  term. 

The  NCHGR  ELSI  grant  program  has  funded  thirty-one  research  projects  to  ex- 
amine the  use  and  interpretation  of  genetic  information.  For  example,  a  study  at 
the  Johns  Hopkins  University  will  collect  empirical  data  concerning  the  values,  be- 
liefs, and  experiences  of  persons  (or  family  members)  with  genetic  conditions  regard- 
ing privacy  and  access  to  health  insurance  in  the  context  of  health  care  reform. 
These  research  projects  provide  important  empirical  information  to  help  guide  policy 
development  efforts. 

The  ELSI  Working  Group  has  issued  the  following  statement  on  "confidentiality": 
The  results  of  genetic  testing  shall  be  confidential  and  shall  be  released  only  with 
the  advance  informed  voluntary  consent  of  the  individual  or,  if  the  individual  is  a 
minor  or  incompetent,  that  individual's  guardian  or  legal  representative. 

The  ELSI  Working  Group  has  long  been  involved  in  discussions  about  privacy  and 
the  fair  use  of  genetic  information.  In  1993,  the  ELSI  Working  Group's  Task  Force 
on  Genetic  Information  and  Insurance  concluded  that,  "Information  about  past, 
present,  or  future  health  status,  including  genetic  information,  should  not  be  used 
to  deny  health  insurance  coverage."  The  National  Action  Plan  on  Breast  Cancer 
(NAPBC),  a  public-private  partnership  established  to  address  the  research,  edu- 
cation, and  policy  issues  in  breast  cancer,  has  also  identified  the  issue  of  genetic  dis- 
crimination and  health  insurance  as  a  high  priority. 

Building  on  their  shared  concerns,  the  ELSI  Working  Group  and  the  NAPBC  co- 
sponsored  a  workshop  on  July  11,  1995,  to  address  the  issue  of  genetic  discrimina- 
tion and  health  insurance.  Consumers,  researchers,  federal  and  state  government 
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representatives,  and  insurance  industry  representatives  came  together  with  the 
members  of  these  two  groups  to  participate  in  the  one  day  session.  Based  on  the 
information  presented  at  the  workshop,  the  ELSI  Working  Group  and  the  NAPBC 
developed  the  following  recommendations  ("Genetic  Discrimination  and  Health  In- 
surance: An  Urgent  Need  for  Reform",  KL.  Hudson  et  al..  Science,  Oct.  20,  1995.) 
for  state  and  federal  policy  makers  to  protect  against  genetic  discrimination: 

(1)  Health  Insurance  Access,  Renewability,  and  Portability. — Insurance  providers 
should  be  prohibited  from  using  genetic  information,  or  an  individual's  request  for 
genetic  services,  to  deny  or  limit  any  coverage  or  establish  eligibility,  continuation, 
enrollment  or  contribution  requirements. 

(2)  Health  Insurance  Affordability. — Insurance  providers  should  be  prohibited 
from  establishing  differential  rates  or  premium  payments  based  on  genetic  informa- 
tion, or  an  individual's  request  for  genetic  services. 

(3)  Genetic  Privacy. — Insurance  providers  should  be  prohibited  from  requesting  or 
requiring  collection  or  disclosure  of  genetic  information.  Insurance  providers  and 
other  holders  of  genetic  information  should  be  prohibited  from  releasing  genetic  in- 
formation without  prior  written  authorization  of  the  individual.  Written  authoriza- 
tion should  be  required  for  each  disclosure  and  include  to  whom  the  disclosure 
would  be  made. 

(4)  Definitions. — "Genetic  information"  is  information  about  genes,  gene  products 
or  inherited  characteristics,  that  may  derive  from  the  individual  or  a  family  mem- 
ber. 

"Insurance  provider"  means  an  insurance  company,  employer,  or  any  other  entity 
providing  a  plan  of  health  insurance  or  health  benefits  including  group  and  individ- 
ual health  plans  whether  fully  insured  or  self- funded. 

The  NAPBC  and  the  ELSI  Working  Group  are  currently  collaborating  on  a  work- 
shop on  the  use  of  genetic  information  in  the  workplace,  to  be  held  this  fall.  They 
hope  to  delineate  some  policy  options  to  address  genetic  information  access  and  use 
in  the  employment  arena. 

The  new  advances  in  human  genetics  offer  the  promise  that  we  will  find  new 
ways  to  fight  some  of  the  most  devastating  diseases  that  Americans  suffer  from 
today.  We  must  ensure  that  our  health  care  policies  and  practices  relating  to  the 
introduction  of  new  genetic  tests  and  the  subsequent  use  of  genetic  information  keep 
pace  with  these  significant  new  advances. 

Congress  has  taken  the  lead  on  the  issue  of  genetic  privacy  and  fair  use  of  genetic 
information.  Currently,  eleven  bills  are  being  considered  in  Congressional  commit- 
tees which  focus  on  issues  ranging  from  emplojmient  and  insurance  discrimination 
to  medical  records  confidentiality.  In  order  to  provide  reasonable  safeguards  to  indi- 
viduals against  misuse  of  their  genetic  information,  it  is  important  both  to  protect 
the  privacy  of  the  information  and  to  assure  that  the  information  cannot  be  used 
to  discriminate  against  individuals.  Congress  should  pursue  both  approaches,  mak- 
ing sure  that  medical  research  is  not  inadvertently  harmed  in  the  process.  We  would 
be  pleased  to  work  with  the  Congress  to  ensure  that  these  proposals  protect  genetic 
information  while  allowing  responsible  research  to  proceed. 

ADDITIONAL  FUNDING  FOR  SPINAL  CORD  REGENERATION 

Senator  SPECTER.  Dr.  Hall,  I  would  appreciate  a  response  from 
you  on  the  subject  that  was  broached  by  Christopher  Reeves.  One 
of  the  consequences  is  that  when  sometimes  an  undue  amount  of 
notoriety  is  attached — maybe  it  is  not  undue;  all  ought  to  receive 
the  same  level  of  attention  as  when  he  had  his  spinal  cord  injury. 
And  there  were  representations  that  if,  they  picked  a  figure  of,  $40 
million  in  research  over  the  next  decade  could  provide  enormous 
savings  on  people  who  are  paralyzed,  injuries  along  that  line — and 
we  would  appreciate  it  if  you  would  give  us  a  response  there  as  to 
what  your  views  are  as  to  what  could  happen  on  that. 

[The  information  follows:] 

Additional  Funding  for  Spinal  Cord  Regeneration 

The  NINDS  had  estimated  that  it  would  invest  $41.2  million  in  spinal  cord  injury 
and  regeneration  research  in  fiscal  year  1996.  As  you  know,  the  President  recently 
endorsed  increasing  the  amount  all  of  NIH  spends  on  spinal  cord  research  by  as 
much  as  $10  million  in  fiscal  year  1996.  Continued  investment  would  permit  NIH 
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to  purse  a  number  of  potentially  promising  areas.  In  the  area  of  basic  research, 
projects  could  be  fundea  that  would  explore  the  basic  mechanisms  of  cell  death  and 
excitotojcity  in  the  spinal  cord;  the  inflammatory  mechanisms  in  the  exacerbation  of 
injury;  the  role  of  astrocytes  and  other  glia  in  spinal  cord  injury;  and  transplan- 
tation and  grafting  strategies,  including  the  development  of  novel  cell  lines  and  ani- 
mal models  for  transplant  therapy. 

The  development  of  neural  prostheses  holds  great  promise  to  restore  nervous  sys- 
tem function  to  spinal  cord  injury  patients.  The  NINDS  has  received  several  propos- 
als to  develop  a  prosthesis  that  would  allow  a  paraplegic  in  a  wheelchair  to  stand 
independently  and  remain  standing  for  at  least  20  minutes.  Additional  funding 
could  allow  several  such  projects  to  be  pursued  simultaneously,  rather  than  funding 
only  one.  A  prosthetic  is  now  capable  of  restoring  some  hand  function  to 
quadriplegics;  additional  efforts  could  restore  full  arm  movement,  including  wrist 
movement,  and  ultimately  allow  sensation  as  well  as  movement. 

In  the  clinical  area,  several  avenues  are  ripe  for  exploration.  As  you  know,  high 
dose  methylprednisolone,  the  first  therapy  proven  in  clinical  trials  to  improve  sen- 
sory and  motor  function  recovery  in  acute  spinal  cord  injury,  is  now  in  widespread 
use.  Additional  compounds  that  have  shown  promise  preclinically  in  animal  models 
of  spinal  cord  injury  could  be  screened  and  could  be  tested  through  the  National 
Acute  Spinal  Cord  Injury  Study  (NASCIS)  group  which  conducted  the 
methylprednisolone  trials.  In  addition,  cellular  and  growth  factor  therapy  (already 
being  pursued  in  Alzheimer's  disease)  could  be  evaluated  in  acute  and  chronic  spinal 
cord  injury  in  early  phase  I  trials  with  an  infusion  of  funding  into  clinical  develop- 
ment. 

About  two-thirds  of  spinal  cord  injuries  occur  in  persons  under  30  years  of  age. 
Since  the  direct  costs  of  specialized  care  for  people  with  spinal  cord  injury  is  about 
$5  billion  per  year,  any  advances  in  minimizing  damage  or  improving  recovery 
across  the  lifetime  of  spinal  cord  injury  patients  could  result  in  significant  savings 
to  the  Nation. 

IMPACT  OF  A  BUDGET  INCREASE 

Senator  SPECTER.  And  Dr.  Lenfant,  on  heart  and  lung.  Heart 
continues  to  be,  a  lot  of  attention  is  focused  on  a  few  items — cancer, 
AIDS,  heart.  I  would  be  interested  in  your  focus  as  to  the  adequacy 
of  research  funding  on  heart  and  where  we  are  heading. 

That  leads  to  a  generalized  question.  When  we  had  the  $1  billion 
in  cuts  last  year  we  convened  a  special  hearing  for  NIH  and  we 
had  the  directors  of  the  various  units  in.  And  I  would  be  interested, 
we  would  be  interested  again  in  an  update  as  to  what  more  you 
could  do  with  the  kind  of  funding  you  see.  How  close  are  we  to  very 
significant  breakthroughs  on  other  lines? 

We  are  all  challenged  repeatedly  about  why  we  are  allocating 
special  consideration  to  NIH,  and  our  general  answer  is  that  you 
do  so  much  and  there  is  so  much  to  be  found  out,  so  much  to  be 
gained  by  this  specific  kind  of  research.  So  to  the  extent  you  could 
give  us  specifics,  say  a  short  memorandum  from  each  of  you,  would 
be  enormously  helpful. 

[The  information  follows:] 

Impact  of  a  Budget  Increase 
alcoholism 

The  Problem 

Alcohol  addiction  is  the  most  prevalent  drug  problem  in  the  United  states.  Alcohol 
abuse  and  alcoholism  exact  a  toll  of  approximately  $98.6  billion  annually.  Alcohol 
misuse  is  also  a  factor  in  about  one-half  of  all  homicides  and  serious  assaults,  one- 
third  of  suicides  and  accidental  deaths,  and  a  high  proportion  of  robberies  and  inci- 
dents of  domestic  violence. 

The  major  medical  consequences  of  chronic  alcohol  abuse  are  primarily  diseases 
of  the  liver,  brain,  cardiovascular  system,  and  pancreas.  Up  to  40  percent  of  patients 
occupying  urban  hospital  beds  are  being  treated  for  conditions  caused  by  alcohol 
abuse  and  alcoholism. 
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The  Promise 

Naltrexone  is  the  first  medication  to  be  approved  by  the  FDA  for  treatment  of  al- 
coholism in  40  years.  In  order  to  determine  how  to  most  effectively  use  this  new 
medication,  the  NIH  is  conducting  clinical  trials  to  learn  whether  it  is  possible  to 
identify  which  patients  are  most  likely  to  be  responsive  to  naltrexone.  Recent  find- 
ings suggest  that  those  patients  with  a  family  history  of  alcoholism  are  particularly 
responsive  to  this  treatment. 

Studies  have  also  shown  that,  for  some  forms  of  alcoholism,  there  is  an  associa- 
tion with  specific  chromosomal  locations,  indicating  genetic  predisposition.  Further, 
studies  to  more  specifically  locate  possible  genes  will  serve  as  a  bridge  to  new 
pharmacologic  treatments. 

Gains  from  a  Budget  Increase 

Accelerating  the  development  of  methods  to  prevent  and  treat  alcohol  abuse  and 
alcoholism  could  save  the  Nation  substantial  health  care  costs.  New  and  more  effec- 
tive treatments  would  also  increase  the  length  of  life  and  productivity  of  those  indi- 
viduals suffering  from  this  devastating  disease;  the  quality  of  life  for  them  and  their 
families  would  be  improved  as  well. 

Having  established  the  use  of  naltrexone  in  the  treatment  of  alcoholism,  increased 
funding  would  allow  the  NIH  to  begin  large-scale  clinical  trials  to  study  combina- 
tions of  medications  and  other  interventions  in  an  effort  to  match  patients  to  the 
best  individualized  therapy. 

Increased  funding  would  permit  clinical  studies  to  substantiate  evidence  in  ani- 
mals that  treatment  with  antibiotics  can  prevent  bacterial  toxins  from  causing  liver 
damage  induced  by  alcohol.  NIH  would  also  be  able  to  pursue  studies  on  alcohol- 
induced  liver  fibrosis,  the  precursor  of  cirrhosis,  currently  an  irreversible  and  fatal 


Increased  funding  would  also  accelerate  NIH's  ability  to  pursue  a  variety  of  other 
potential  medications  that  aim  at  different  areas  of  the  brain  or  that  have  different 
mechanisms  of  action.  Other  potential  treatments  need  to  be  pursued,  including 
medications  that  may  be  more  effective  in  the  treatment  of  patients  suffering  from 
alcoholism  and  other  diseases  simultaneously  such  as  depression  and  panic  disorder. 

ALZHEIMER'S  DISEASE:  PRESERVING  MENTAL  CAPACITY 

The  Problem 

Alzheimer's  disease  can  devastate  any  family,  as  we  were  reminded  when  former 
President  Reagan  chose  to  reveal  his  diagnosis.  The  fastest-growing  segment  of  the 
U.S.  population  (those  over  age  85)  is  also  the  most  susceptible  to  Alzheimer's  dis- 
ease. Thus,  we  face  a  growing  public  health  and  economic  crisis  unless  we  can  pre- 
vent or  slow  the  progress  of  the  disease.  The  cost  of  doing  research  on  Alzheimer's 
disease  is  a  small  fraction  of  the  nearly  $100  billion  estimated  as  the  yearly  Na- 
tional cost  of  caring  for  Alzheimer's  disease  patients. 

The  Promise 

Progress  in  Alzheimer's  disease  (AD)  research  over  the  past  five  years  has  acceler- 
ated. Scientists  have: 

Discovered  two  new  genes  for  early-onset,  "familial"  AD. 

Identified  a  genetic  variant  associated  with  greatly  increased  risk  for  developing 
the  more  common,  late  onset  form  of  AD. 

Detected  early  changes  in  the  brain  (by  combining  brain  imaging  and  genetic 
analysis)  that  predict  Alzheimer's  disease  decades  before  obvious  symptoms  could  be 
expected  to  develop.  This  advance  opens  the  opportunity  for  intervening  early  in  the 
covu-se  of  the  disease,  before  the  brain  is  extensively  damaged  and  symptoms  de- 
velop. 

Scientists  now  are  ready  to  conduct  critical  studies  to  find  the  direct  role  played 
by  genes  in  causing  Alzheimer's  disease  and  ultimately  to  discover  new  therapeutic 
strategies  to  delay  the  onset  and  progress  of  symptoms  that  devastate  AD  patients 
and  their  families. 

Gains  from  a  Budget  Increase 

With  an  increase  in  the  budget,  NIH  would  be  able  to  vigorously  move  these  re- 
search advances  closer  to  clinical  application.  Stimulation  of  research  during  the 
coming  fiscal  year  could  lead  to: 

Better  understanding  of  factors  that  lead  to  nerve  cell  death  in  AD. 

Finding  additional  factors  to  help  predict  who  will  develop  AD. 

Developing  safe,  effective,  and  reliable  methods  of  early  diagnosis  for  AD. 
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Producing  new  methods,  using  biotechnology  and  genetic  engineering,  to  deliver 
treatments  to  the  targeted  cells. 
Conducting  trials  of  new  and  promising  drugs  for  AD. 

ANTI-COCAINE  AGENT 

The  Problem 

An  effective  anti-cocaine  medication  is  the  single  most  important  need  in  this  Na- 
tion's battle  against  drug  abuse  and  addiction.  Today  there  is  no  anti-cocaine  agent. 
Research  is  desperately  needed  to  develop  a  useful  drug  to  help  control  the  escalat- 
ing cocaine  epidemic,  characterized  by  the  death  of  large  numbers  of  people  due  to 
overdose.  In  addition,  the  Nation  pays  dearly  for  the  violence,  family  disruption,  and 
health  care  costs  that  result  from  growing  cocaine  use. 

The  Promise 

Recent  findings  related  to  research  on  the  brain  and  in  the  field  of  immunology 
have  led  to  a  new  understanding  of  how  cocaine  works  on  the  brain.  Scientists  have 
identified  the  major  sites  on  brain  cells  that  are  affected  by  cocaine.  They  have  iden- 
tified the  specific  roles  of  these  cell  sites  for  the  neurotransmitter,  dopamine,  which 
both  trigger  and  suppress  cocaine-seeking  behavior. 

!n  an  attempt  to  develop  an  agent  to  prevent  the  actions  of  cocaine  in  the  brain, 
researchers  have  successfully  immunized  rats  against  many  of  the  stimulant  effects 
of  cocaine.  In  addition,  a  number  of  molecular  targets  have  been  found  in  the  brain 
at  which  to  aim  in  the  development  of  anti-addiction  medications. 

Gains  from  a  Budget  Increase 

Currently  there  is  no  way  to  treat  cocaine  overdose  and  there  are  no  medications 
available  to  treat  cocaine  addiction.  Increased  funding  would  accelerate  the  search 
for  new  and  more  effective  approaches  to  reduce  cocaine  craving  and  treat  those  suf- 
fering from  this  devastating  addiction. 

An  increased  budget  would  expedite  the  flow  of  the  most  promising  candidate 
medications  through  the  pipeline  toward  testing  in  patients.  This  would  most  cer- 
tainly hasten  the  development  of  an  effective  anti-cocaine  agent. 

Increased  funds  would  permit  the  NIH,  in  collaboration  with  pharmaceutical  com- 
panies, to  screen  collections  of  350,000  to  500,000  compounds  for  potential  "cocaine 
blockers". 

Expansion  and  acceleration  of  research  to  determine  the  mechanism  of  action  of 
cocaine  would  lead  to  innovative  approaches  to  the  treatment  of  this  disease. 

ASTHMA  PREVENTION 

The  Problem 

Asthma  affects  13  million  Americans,  5  million  of  whom  are  under  18  years  of 
age.  In  1994,  asthma  claimed  5,220  American  lives.  It  is  the  fourth  most  common 
hospital  discharge  diagnosis  and  the  sixth  most  common  reason  for  visits  to  physi- 
cians' offices.  The  estimated  cost  of  asthma  in  the  U.S.  was  $6.2  billion  in  1990. 
Asthma-related  deaths  and  hospitalizations  are  on  the  rise  and  are  increasing  dis- 
proportionately among  disadvantaged  minority  populations. 

The  Promise 

Asthma  appears  to  run  in  families,  but  is  also  influenced  by  a  person's  surround- 
ings. Recent  research  suggests  that  it  may  be  possible  to  identify  people  who  are 
especially  susceptible  to  asthma  and  to  provide  effective  interventions  that  may  pre- 
vent the  development  of  the  disease.  In  addition,  promising  new  approaches  are  on 
the  horizon  that  will  improve  treatment  for  persons  who  already  have  asthma. 

Gains  from  a  Budget  Increase 

Expanded  research  in  the  following  areas  would  accelerate  progress  in  preventing 
and  reducing  severe  illness  due  to  asthma: 

Identify  ways  to  interrupt  the  inflammatory  process  that  leads  to  asthma,  espe- 
cially in  high-risk  individuals  such  as  inner  city  African-Americans. 

Explore  the  role  of  respiratory  infections  in  the  development  of  early  childhood 
asthma. 

Improve  understanding  of  the  development  of  asthma  in  infants. 

Investigate  how  factors  of  inheritance  and  environment,  including  allergens  and 
pollutants,  interact  to  cause  asthma. 

Evaluate  the  use  of  medication  to  alter  the  course  of  asthma  in  young  children. 

Develop  culturally  sensitive  asthma  management  strategies  for  populations  at 
highest  risk  for  severe  and  life-threatening  asthma. 
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BLINDING  DISEASES 

The  Problem 

Millions  of  Americans  suffer  from  or  are  at  risk  of  potentially  blinding  eye  dis- 
eases; more  than  12  million  suffer  from  some  form  of  irreversible  visual  impairment. 
Current  estimates  put  the  total  cost  of  treating  blindness  and  irreversible  impair- 
ment of  sight  in  excess  of  $38  billion  a  year.  As  our  population  ages,  these  figures 
will  increase  dramatically  unless  ways  are  fovmd  to  prevent  or  better  treat  these  dis- 
eases. 

The  Promise 

Among  the  most  promising  areas  of  research  on  blinding  eye  diseases  are  studies 
on  diabetic  retinopathy  and  on  age-related  macular  degeneration.  Diabetic  retinop- 
athy is  a  sight-threatening  eye  disease  that  may  develop  in  people  with  diabetes. 
Scientists  have  now  found  that  a  naturally  occurring  protein  called  vascular  endo- 
thelial growth  factor  (VEGF)  may  be  very  important  in  the  cascade  of  cellular 
events  that  lead  to  the  formation  of  abnormal  new  blood  vessels,  a  hallmark  of  ad- 
vanced diabetic  retinopathy. 

Age-related  macular  degeneration  destroys  photoreceptor  cells  in  the  macula,  the 
specialized  area  of  the  central  retina  that  is  responsible  for  sharp,  crisp  vision.  As 
the  disease  progresses,  the  acute  vision  that  is  needed  for  reading,  driving  a  car, 
and  other  daily  activities  steadily  diminishes.  The  genes  involved  in  several  similar 
types  of  macular  degenerative  diseases  have  recently  been  identified  or  localized  to 
specific  human  chromosomes.  In  one  of  these  diseases,  Sorsby's  fundus  dystrophy, 
this  new  information  has  already  led  to  the  development  and  testing  of  a  new  form 
of  treatment. 

Gains  from  a  Budget  Increase 

With  an  increase  in  the  budget,  scientists  could  vigorously  follow-up  on  promising 
leads.  Recent  research  indicates  that  when  animals  are  treated  with  a  biological  in- 
hibitor of  VEGF,  the  development  of  abnormal  new  retinal  blood  vessels  is  sup- 
pressed. The  potential  clinical  relevance  of  these  experiments  appears  high,  since 
other  studies  have  demonstrated  dramatically  elevated  levels  of  VEGF  within  the 
eyes  of  patients  vvith  diabetic  retinopathy.  Scientists  can  now  begin  to  pursue  the 
possibility  of  drug  prevention  of  diabetic  retinopathy. 

Studies  aimed  at  understanding  the  cellular  and  molecular  basis  of  the  various 
forms  of  macular  degeneration,  including  age-related  macular  degeneration,  would 
also  be  facilitated  with  an  increase  in  the  budget.  The  example  of  Sorsby's  dystrophy 
demonstrates  that  as  the  mechanisms  underljring  each  disease  become  better  under- 
stood, improved  therapies  or  means  of  prevention  are  likely  to  be  developed  and 
tested. 

BREAST  AND  PROSTATE  CANCER:  DEVELOPMENTAL  DIAGNOSTICS 

The  Problem 

Prostate  cancer  incidence  is  rising  faster  than  that  of  any  other  cancer,  in  part 
because  of  the  increase  in  early  detection  through  PSA  (prostate-specific  antigen) 
screening.  About  317,000  American  men  will  be  diagnosed  with  the  disease  in  1996, 
and  about  41,000  will  die  of  prostate  cancer.  African- American  men  have  the  high- 
est incidence  of  prostate  cancer  in  the  world.  The  dramatic  rise  in  new  cases  under- 
scores the  need  to  answer  urgent  questions  about  earlier  detection  and  management 
of  the  disease. 

A  diagnosis  of  breast  cancer  is  most  dreaded  by  American  women.  About  184,000 
women  Nationwide  will  receive  such  a  diagnosis  this  year,  and  44,000  vdll  die  of 
the  disease.  Five  to  ten  percent  of  these  will  be  familial  breast  cancer  cases  caused 
by  newly  discovered  BRCAl  and  BRCA2  genes.  While  several  important  discoveries 
regarding  breast  cancer  genetics  have  been  made  in  the  past  year,  improved  meth- 
ods of  diagnosis  can  lead  to  earlier  detection  and  treatment.  The  ability  to  test  for 
alterations  in  breast  cancer  susceptibility  genes  is  an  important  step  forward,  but 
more  research  is  needed  to  provide  meaningfvil  risk  information  to  affected  individ- 
uals. 

The  Promise 

Cancers,  like  people,  do  not  all  act  alike.  Some  develop  and  spread  rapidly,  while 
others  grow  slowly  and  rarely,  if  ever,  metastasize.  Scientists  now  have  begun  to 
identify  the  various  genes  and  proteins  that  drive  tumor  development  and  behavior. 
This  research  promises  to  usher  in  a  new  era  in  cancer  diagnostics  in  which  new 
tests  will  create  a  snapshot  of  the  molecular  properties  of  each  prostate  or  breast 
tumor.  This  snapshot  will  detail  the  key  differences  between  a  normal  cell  and  a 
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cancer  cell  and  will  provide  a  molecular  scorecard  of  the  properties  of  breast  or  pros- 
tate cancer.  These  properties,  in  turn,  will  be  used  to  develop  and  choose  effective 
therapies  that  are  based  on  the  cancer's  individual  biological  properties. 

Gains  from  a  Budget  Increase 

Increased  funding  would  allow  the  growing  knowledge  about  cancer  cell  biology 
to  be  developed  into  rapid  and  accurate  methods  to  create  individual  snapshots  of 
cancer  cells,  both  breast  and  prostate,  at  various  stages  of  development. 

The  development  of  diagnostic  tests  will  permit  efficient  detection  of  cancer-linked 
gene  mutations,  the  characterization  of  molecular  changes  within  the  cancer  cell, 
and  the  development  of  a  profile  of  the  patterns  of  gene  expression  within  various 
tumor  types. 

Increased  funding  would  also  allow  the  establishment  of  molecular  diagnostic  lab- 
oratories, repositories  of  tissue  from  persons  with  the  disease  or  who  have  family 
histories  of  breast  and  prostate  cancers,  and  sophisticated  information  networks 
that  allow  exchange  of  new  developments  rapidly  and  efficiently. 

CANCER  GENETICS 

The  Problem 

Despite  the  fact  that  we  have  made  great  progress  against  cancer,  the  overall  can- 
cer incidence  continues  to  increase,  emphasizing  the  formidable  task  ahead.  Years 
of  intensive  research  has  shown  that  cancer  is  a  genetic  disease;  certainly  the  num- 
ber of  genes  involved  in  cancer  will  be  in  the  hundreds.  These  numbers  are  large, 
even  daunting,  but  not  impossible  to  handle.  The  opportunities  afforded  by  advances 
in  cancer  genetics  also  raise  enormous  challenges.  To  permit  the  power  of  genetics 
to  reach  its  full  potential  as  a  weapon  against  cancer,  we  must  also  address  the  ethi- 
cal, legal,  social,  medical,  and  emotional  implications  of  these  revolutionary  findings. 

The  Promise 

Because  cancer  is  fundamentally  a  genetic  disease,  the  most  direct  and  ultimately 
the  most  effective  approach  to  preventing,  detecting,  diagnosing,  and  treating  cancer 
is  to  learn  the  properties  of  the  responsible  genes.  Recent  advances  in  the  under- 
standing of  human  genetics  have  provided  an  important  new  opportunity  to  identify 
cancer  genes.  This  approach  provides  a  vast  potential  to  expand  our  luiowledge  of 
the  origins  of  cancer,  to  develop  new  ways  to  detect  a  tumor  in  an  early  stage,  and 
to  identify  new  targets  for  cancer  therapies.  Recent  advances  in  cancer  genetics  in- 
clude: 

The  identification  of  two  genes,  BRCAl  and  BRCA2,  that  cause  an  estimated 
10,000  to  20,000  cases  of  familial  breast  cancer  in  American  women  each  year. 

Key  discoveries  of  the  role  of  the  Von  Hippel-Lindau  (VHL)  gene.  This  gene  plays 
a  critical  role  in  kidney  cancer  and  in  a  hereditary  syndrome  including  kidney, 
brain,  and  other  tumors.  The  findings  open  new  approaches  to  the  study  of  regula- 
tion of  cell  growth. 

Isolation  of  the  gene  for  the  nevoid  basal  cell  carcinoma  syndrome,  which  is  im- 
portant in  the  development  of  the  most  common  form  of  cancer,  basal  cell  carcinoma 
of  the  skin. 

Discovery  of  the  MSH-2  and  MLH-1  genes,  which  account  for  15,000  to  20,000 
U.S.  cases  of  colon  cancer  each  year  and  may  explain  the  development  of  90  percent 
of  hereditary  colon  cancer. 

Gains  from  a  Budget  Increase 

Tracing  patterns  of  inheritance  has  provided  an  important  and  powerful  method 
for  studjdng  cancer.  Identifying  the  first  few  inherited  cancer  genes,  such  as  BRCAl 
and  VHL,  has  produced  an  unexpected  finding  that  promises  an  even  broader  and 
deeper  impact:  Scientists  have  learned  that  the  same  genes  that  predispose  mem- 
bers of  cancer-prone  families  to  disease  quite  oflen  also  contribute  to  the  develop- 
ment of  cancers  in  individuals  with  no  family  history.  This  insight  has  given  rise 
to  a  new  strategy  of  using  the  relatively  rare  inherited  cancer  syndromes  as  a 
"jumping-off  point"  to  learn  about  the  much  more  common  sporadic  (non-hereditary) 
cancers.  Increased  funding  for  cancer  genetics  would  ensure  that  the  application  of 
genetic  knowledge  for  improvement  of  the  Nation's  health  keeps  up  with  the  aston- 
ishing and  accelerating  pace  of  scientific  discovery  in  this  field.  Priorities  include 
specialized  cancer  genetics  centers;  training  of  health  professionals  in  genetic  coun- 
seling; clinical  trials  of  different  genetic-based  approaches  to  prevention,  detection, 
diagnosis,  counseling,  and  treatment;  and  the  creation  of  repositories  and 
informatics  systems  for  the  storage  and  transmission  of  genetic  data  and  materials. 
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COMPUTER  ACCESS  TO  MEDICAL  INFORMATION 

The  Problem 

The  enormous  amount  of  information  generated  by  biomedical  research  supported 
and  conducted  by  the  National  Institutes  of  Health  (NIH)  must  be  disseminated  effi- 
ciently and  widely  if  the  Nation  is  to  realize  fully  the  benefits  from  this  investment. 

The  Promise 

New  communication  technology  can  help  bring  this  about.  The  growth  of  the  Na- 
tional Information  Infrastructure  (Nil)  and  the  increasing  access  to  high-speed  com- 
puters and  communications  by  the  public,  health  professionals,  and  biomedical  sci- 
entists, can  have  a  fundamental  impact  on  health  and  human  services  throughout 
the  Nation. 

Gains  from  a  Budget  Increase 

With  an  increase  in  the  budget,  NIH  would  be  able  to: 

Increase  support  for  prototype  telemedicine  applications.  The  NIH,  which  spon- 
sors several  such  projects,  would  expand  this  program  in  order  to  learn  how  to 
evaluate  the  medical  effect  of  care  delivered  via  telemedicine,  and,  extremely  impor- 
tant, how  to  ensure  confidentiality  and  accessibility  of  the  electronic  patient  records 
that  are  a  part  of  health  care  via  telemedicine. 

Greatly  expand  the  reach  of  NIH's  very  popular  new  Internet  Grateful  Med  search 
program  to  include  other  NIH  databases,  such  as  those  dealing  with  HIV/AIDS,  bio- 
ethics,  health  services  research,  and  toxicology  and  environmental  health.  Addi- 
tional resources  also  may  make  it  possible  to  provide  access  more  widely  and  at 
lower  cost  to  users. 

Expand  existing  grant  assistance  programs  so  as  to  increase  the  number  of  insti- 
tutions— including  small  and  rural  hospitals,  medical  and  some  public  libraries — 
with  access  to  the  Internet  for  purposes  of  retrieving  biomedical  information. 

Ensure  that  the  necessary  computer  software  and  hardware  resources  will  be 
available  to  support  NIH's  vital  GenBank  database  of  molecular  sequence  informa- 
tion. Such  resources  are  needed  to  keep  up  with  both  the  data  being  added  as  a 
result  of  human  genome  research  funded  by  NIH  and  the  rapidly  expanding  usage 
by  the  worldwide  scientific  community  (currently,  there  are  30,000  queries  a  day  to 
GenBank). 

CONGESTIVE  HEART  FAILURE 

The  Problem 

Deaths  from  congestive  heart  failure  (CHF)  have  doubled  since  1980.  An  esti- 
mated 2.5  million  hospital  discharges  in  1993  were  due  to  CHF.  Hypertension  and 
heart  attack  are  leading  causes  of  CHF;  about  30  percent  of  heart  attack  survivors 
over  age  65  have  CHF. 

The  Promise 

Increasing  numbers  of  Americans  are  afilicted  with  CHF,  a  severely  disabling  and 
life-threatening  condition  in  which  the  heart  is  unable  to  pump  enough  blood  to 
meet  the  needs  of  the  body.  Recent  research  advances  offer  hope  for  better  preven- 
tion and  treatment  of  CHF. 

Gains  from  a  Budget  Increase 

Increased  funding  would  allow  greater  speed  in  the  pursuit  of  a  comprehensive 
research  approach.  Substantial  reductions  in  the  deaths,  disability,  and  health  care 
costs  due  to  CHF  are  likely  to  result  from  such  an  approach.  Specific  emphasis 
would  be  given  to  the  following  imperatives: 

Ensure  that  more  patients  and  doctors  are  consistent  in  preventing  and  treating 
hypertension  and  high  blood  cholesterol,  and  that  patients  stop  cigarette  smoking 
and  take  advantage  of  cardiac  rehabilitation. 

Develop  better  methods  to  diagnose  CHF  early  in  patients  who  already  have  it, 
so  that  treatment  can  be  initiated  before  irreparable  damage  is  done. 

Identify  the  best  modes  of  treatment  to  protect  patients  with  CHF  from  the  ever- 
present  risk  of  sudden  death. 

Develop  methods  to  replace  the  hearts  of  patients  dying  of  CHF,  either  with 
transplants  or  mechanical  devices. 

Further  study  the  relationship  between  alcohol  and  CHF,  since  chronic  heavy  al- 
cohol consumption  interferes  with  normal  heart  function. 
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CONQUERING  GENETIC  DISEASES:  UNDERSTANDING  THE  HUMAN  GENOME 

The  Problem 

There  is  international  agreement  that  deciphering  the  sequence  of  the  human  ge- 
nome will  propel  medicine  into  a  new  era  and  transform  biomedical  research 
through  technology  development.  Japan,  Britain,  Germany  and  France  have  each 
initiated  major  projects  to  decipher  the  sequence  of  the  human  genome.  NIH  is  well 
positioned  to  lead  the  Human  Genome  Project  in  a  major  way,  given  sufficient  fund- 
ing. 

The  Promise 

Creating  detailed  maps  of  the  human  genome  and  understanding  the  makeup  and 
exact  sequence  of  the  estimated  100,000  human  genes  will  certainly  speed  the  dis- 
covery of  genes  that  are  involved  in  human  disease.  Discovery  of  disease  genes  will 
dramatically  improve  our  ability  to  develop  tests  for  individuals  who  are  at  risk  for 
the  diseases,  and  enhance  early  treatment  and  prevention.  In  the  longer  term,  these 
gene  discoveries  will  lead  to  radically  new  and  more  effective  therapies. 

Scientists  supported  by  the  National  Institutes  of  Health  (NIH)  have  already: 

Completed  detailed  genetic  maps  of  the  human  genome  and  the  mouse  genome. 
These  maps  provide  powerful  tools  aiding  scientists  in  search  of  disease  genes. 

Brought  the  physical  map  of  the  human  genome,  a  more  detailed  map,  to  95  per- 
cent completion. 

In  collaboration  with  an  international  consortium  of  scientists,  sequenced  the  en- 
tire DNA  of  yeast,  a  single-celled  organism  similar  in  cell  function  and  organization 
to  the  human. 

Started  a  pilot  study  to  explore  the  feasibility  of  large-scale  sequencing  of  human 
DNA.  This  initiative,  which  involves  six  U.S.  research  centers,  marks  the  transition 
to  the  next  phase  of  the  Human  Genome  Project:  determining  the  sequence  of  the 
3  billion  subunits,  or  bases,  of  human  DNA. 

Discovered  62  disease  genes,  including  those  for  early  onset  breast  cancer,  heredi- 
tary colon  cancer,  polycystic  kidney  disease,  Huntington's  disease,  and  the  most 
common  form  of  skin  cancer. 

Gains  from  a  Budget  Increase 

The  genetic  map  and  physical  map  have  already  led  to  a  marked  increase  in  the 
number  of  disease  genes  isolated.  Additionally,  the  pilot  sequencing  projects,  which 
analyze  the  chemical  makeup  of  the  genes,  are  underway  a  year  ahead  of  schedule. 
With  an  increase  in  the  budget,  the  entire  sequencing  project  would  be  expected  to 
be  completed  by  2005;  in  addition,  discovery  of  disease  genes  would  accelerate  and 
new  avenues  for  diagnosis,  prevention  and  treatment  would  be  opened. 

An  increase  in  resources  would  speed  the  large  scale  sequencing  project.  By  fiscal 
year  1998,  the  pilot  projects  would  be  ready  to  ramp  up  to  produce  DNA  sequence 
data  at  production-level  rates.  Alternative  technologies  would  also  be  developed  to 
increase  cost-effectiveness. 

An  increase  in  funding  would  speed  up  the  discovery  of  disease  genes  and  the  un- 
derstanding of  gene  interactions  responsible  for  diseases  such  as:  prostate  cancer, 
adult-onset  diabetes,  obesity,  hypertension,  schizophrenia  and  manic  depression. 

DIABETES 
The  Problem 

Approximately  16  million  Americans  suffer  from  diabetes.  The  cost  to  the  Nation 
is  estimated  to  be  between  $90  and  $140  billion  annually.  Insulin-dependent  diabe- 
tes is  the  most  common  chronic  disease  in  children  in  the  U.S.  Minority  populations 
are  disproportionately  affected  by  the  non-insulin-dependent  form  of  the  disease. 
Taken  together,  these  two  forms  of  diabetes  are  the  leading  cause  of  blindness,  kid- 
ney disease,  and  limb  amputations.  Fiuthermore,  there  is  an  increased  incidence  of 
heart  disease,  stroke  and  neurological  disease  in  people  with  diabetes. 

The  Promise 

Clinical  trials  have  demonstrated  conclusively  that  intensive  management  of  dia- 
betes delays  the  onset  and  slows  the  progression  of  various  complications  associated 
with  the  disease.  These  complications  include  retinopathy  (damage  to  the  retina  of 
the  eye),  kidney  disease,  and  nerve  damage,  which  sometimes  leads  to  amputation. 
The  use  of  specific  anti-hypertensive  medications,  for  example,  has  been  found  to 
slow  the  progression  of  diabetic  kidney  disease.  Furthermore,  critical  risk  factors  for 
developing  non-insulin-dependent  diabetes  have  been  identified,  including  the  role 
of  obesity  and  of  familial  predisposition.  Genetic  markers  for  the  disease  are  being 
identified  and  corresponding  diagnostic  tests  are  now  available  that  assess  the  like- 
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lihood  of  developing  diabetes.  Defects  in  a  gene  that  affects  insulin  levels  have  also 
been  identified.  ,     •      x^     i         iu 

Since  insulin-dependent  diabetes  results  from  an  immunologic  attack  on  the  pan- 
creatic cells  that  produce  insulin,  novel  treatment  approaches,  including  transplant- 
ing pancreatic  cells,  or  transplanting  the  entire  pancreas,  have— in  some  cases— re- 
stored normal  insulin  function  to  patients. 
Gains  from  a  Budget  Increase 

An  infusion  of  dollars  into  this  area  of  research  would  allow  researchers  to  move 
more  quickly  to  develop  better  treatment  approaches  for  the  complications  associ- 
ated with  this  disease,  while  developing  a  deeper  understanding  of  the  fundamental 
causes  of  the  disease,  such  as  tissue  damage,  that  are  essential  before  preventive 
and  curative  approaches  can  be  developed.  •    j-    j     r      ■  u  f„^ 

Increased  research  funds  would  improve  efforts  to  predict  an  individuals  nsk  for 
diabetes  and  would  also  speed  the  development  of  methods  for  transplanting  and 
reducing  rejection  of  pancreatic  cells.  The  testing  of  several  new  approaches  to 
achieving  normal  blood  glucose  levels  in  diabetics  would  be  accelerated. 

Recently  the  mechanisms  of  diabetes-induced  tissue  damage  have  been  elucidated 
Increased  funding  would  accelerate  the  testing  of  innovative  approaches  to  prevent 
or  slow  the  process  of  this  damage  in  individuals  who  suffer  from  the  disease 

Important  research  to  determine  the  genetic  defects  linked  to  diabetes  and  to  de- 
termine the  precise  roles  of  these  defects  in  causing  diabetes  would  also  be  under- 

sl^'ic  studies  to  elucidate  the  basic  mechanisms  causing  insulin  resistance,  obe- 
sity, and  obesity-linked  insulin  resistance  would  be  augmented  with  increased  re- 
sources. 

FRACTURES,  OSTEOPOROSIS  AND  WOUNDS:  BONE  AND  CONNECTIVE  TISSUE  REPAIR 

The  Problem 

The  repair  of  bone  and  connective  tissue  affer  damage  from  injury  or  as  a  result 
of  degenerative  disease  is  a  problem  for  patients  with  a  number  of  conditions,  across 
their  Hfespan.  As  the  U.S.  population  ages,  the  matter  of  bone  and  tissue  repair  can 
be  expected  to  become  even  more  important.  Repair  of  tissue  is  important  in  a  broad 
spectnim  of  disorders  such  as  osteoarthritis,  osteoporosis,  fractures  decubitus  ul- 
cers and  genetic  diseases  such  as  the  skin  disease  epidermolysis  bullosa.  Tissue  re- 
pair'is  also  a  key  factor  in  healing  after  cancer  therapy  and  trauma. 

The  Promise  . 

New  technologies  that  facilitate  or  induce  bone  healing  may  reduce  the  functional 
disability  following  fractures.  This  would  be  especially  important  for  older  people 
with  bones  already  weakened  by  osteoporosis.  Advances  in  bone  repair  may  also  re- 
store bone  lost  during  surgery  to  remove  tumors  without  bone  grafting.  New  tech- 
nologies in  cartilage  repair  may  lead  to  treatment  before  osteoarthritis  develops  and 
before  joint  replacement  is  a  necessity.  Advances  in  all  these  areas  have  set  the 
stage  for  an  era  of  great  promise. 
Gains  from  a  Budget  Increase 

An  infusion  of  funds  would  allow  research  on  bone  and  connective  tissue  repair 
to  move  faster  and  would  facilitate  the  participation  of  scientists  from  various  rel- 
evant disciplines.  Some  specific  areas  for  emphasis  would  include: 

Study  of  the  use  of  biochemical  and  pharmacologic  agents  and  defined  cell  popu- 
lations in  connective  tissue  damage.  j^^fjA,  ^„a 

Research  to  identify  critical  repair  functions  in  different  tissues;  to  identify  and 
characterize  impori;ant  biological  modulators  of  repair;  to  identify,  isolate,  and  ex- 
pand stem  cell  populations  that  differentiate  into  cell  types  in  repair  processes;  and 
to  develop  techniques  for  using  various  cells  to  facilitate  repair. 

NEW  AND  RE-EMERGING  INFECTIOUS  DISEASES 

The  Problem 

Changes  in  microbes  and  our  environment,  overuse  of  antibiotics,  and  increasing 
global  travel  present  new  challenges.  Because  of  the  emergence  of  antibiotic-resist- 
ant organisms,  the  "antibiotic  holiday"  is  over.  In  addition,  since  1973,  approxi- 
mately 30  newly  identified  infectious  diseases  have  been  recognized  woridwide 
Clearly,  the  war  against  infectious  diseases  is  far  from  over.  We  need  a  sustained 
strategic  approach  to  new  and  re-emerging  infectious  diseases. 
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The  Promise 

One  of  the  triumphs  of  the  twentieth  century  is  the  conquest  and  control  of  many 
infectious  diseases.  This  conquest  was  a  result  of  research  on  vaccines,  antibiotics, 
and  the  basic  properties  of  microbes,  much  of  it  conducted  by  the  NIH.  But  in  the 
past  15  years,  new  and  re-emerging  microbes  and  antibiotic-resistant  organisms 
have  eroded  that  victory.  The  NIH  is  expanding  its  efforts  to  meet  these  new  chal- 
lenges, and  has  initiated  a  number  of  activities  designed  to  address  the  threat  of 
new  microbes  (such  as  Ebola  virus),  re-emerging  infectious  diseases  (such  as  cholera 
and  hantavirus),  and  drug-resistant  strains  of  previously  treatable  infections  (such 
as  streptococcus).  These  studies  will  yield  new  data  to  enhance  the  prediction,  pre- 
vention, treatment,  and  control  of  emerging  and  re-emerging  infectious  diseases  that 
threaten  the  United  States.  NIH  is  also  fostering  collaborative  international  re- 
search programs  to  improve  our  ability  to  conduct  studies  on  transmission  patterns, 
risk  factors,  disease  progression,  and  environmental  influences. 

New  insights  are  being  gained  about  antimicrobial  drug  resistance.  In  addition, 
better  diagnostic  tools  and  new  and  improved  therapeutics  are  being  tested;  vac- 
cines, the  most  cost-eflective  and  dependable  method  to  combat  new  and  re-emerg- 
ing infectious  diseases,  are  being  developed. 

Gains  from  a  Budget  Increase 

The  research  needs  for  emerging  infectious  diseases  focus  on  increasing  fun- 
damental understanding  of  the  complex  interactions  among  the  environment,  the 
microbe,  and  the  host  that  influence  disease  emergence.  Research  needs  also  include 
strengthening  our  ability  to  develop  and  validate  new  prevention  and  control  strate- 
gies (diagnostics,  drugs,  vaccines,  vector  control  methods,  etc.)  for  emerging  dis- 
eases. The  maintenance  of  a  research  and  research  training  infrastructure  that  is 
adequate  to  meet  current  and  future  demands  is  essential.  Specific  steps  that  would 
be  taken  with  a  budget  increase  include: 

Expanding  research  to  define  the  mechanisms  of  drug  resistance  in  re-emerging 
microbes  and  to  identify  new  or  more  efiective  drugs.  An  increased  capacity  for  the 
clinical  testing  of  new  drugs  for  emerging  diseases  is  critical. 

Strengthening  cooperative  studies  at  centers  of  excellence  and  training  programs 
for  multidisciplinary  research  on  emerging  agents.  Collaborative  international  re- 
search programs  would  be  expanded  to  conduct  studies  on  transmission  patterns, 
risk  factors,  disease  progression,  and  environmental  influences,  as  well  as  to  facili- 
tate testing  of  new  intervention  strategies. 

Expanding  research  on  vaccine  development,  including  increased  research  on  pro- 
tective immimity  to  identify  new  vaccine  targets,  and  emphasis  on  preclinical  and 
clinical  testing  capabilities. 

OTITIS  media:  a  childhood  INFECTION 

The  Problem 

Otitis  media,  a  bacterial  or  viral  infection  of  the  middle  ear  common  in  young  chil- 
dren ages  3  months  to  3  years,  is  the  major  reason  cited  for  taking  infants  and 
young  children  to  emergency  rooms  or  to  a  physician's  office.  More  antibiotics  are 
prescribed  for  children  by  physicians  for  otitis  media  than  for  any  other  reason.  The 
disease  causes  infants  and  children  and  their  families  great  distress.  In  addition  to 
the  human  costs  are  the  loss  of  income  for  parents  and  care  givers  taking  children 
to  health  professionals  for  treatment.  Otitis  media  costs  an  estimated  $1  billion  an- 
nually in  health  care  expenditures. 

The  Promise 

Scientists  funded  by  the  National  Institutes  of  Health  (NIH)  have  recently  been 
successful  in  developing  a  vaccine  to  combat  otitis  media.. 

Accelerated  further  development  and  testing  of  thJs  candidate  vaccine  would  en- 
sure that  infants  and  children  would  be  spared  the  severe  pain  and  sometimes  seri- 
ous side-effects  of  these  middle  ear  infections.  An  effective  vaccine  to  prevent  the 
problem  would  be  expected  to  save  considerable  health  care  costs. 

Gains  from  a  Budget  Increase 

With  the  promising  candidate  vaccine  in  hand,  scientists  are  now  ready  to  move 
into  phase  1  clinical  trials  that  will  assure  safety  and,  in  later  stages,  phase  II  and 
III  tests  in  children  to  ensiu-e  clinical  effectiveness.  An  increase  in  the  budget  at 
this  time  would  accelerate  the  testing  of  this  vaccine  and  its  delivery  to  the  public. 
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THE  OBESITY  GENE 

The  Problem 

Over  50  million  Americans  are  obese,  and  the  number  of  obese  adults  has  in- 
creased by  one  third  in  just  one  decade.  Most  disturbing,  this  trend  also  appears 
in  children  and  adolescents.  Obesity  is  a  complicating  factor  in  a  number  of  serious 
diseases,  including  heart  disease,  diabetes,  stroke,  and  cancer.  The  current  economic 
costs  of  obesity  are  estimated  at  almost  $70  billion  annually,  to  which  can  be  added 
an  estimated  $33  billion  spent  each  year  on  weight  reduction  products  and  services, 
for  a  total  of  over  $100  billion  annually. 

The  Promise 

The  discovery  of  an  obesity  (ob)  gene  in  mice  has  recently  lead  to  the  elucidation 
of  its  gene  product,  a  protein  called  leptin.  Leptin  appears  to  regulate  appetite  and 
energy  expenditure  in  humans;  its  levels  are  often  abnormal  in  obese  individuals. 

A  second  mutation  in  mice,  which  also  leads  to  both  diabetes  and  obesity,  has 
been  identified,  the  gene  (db),  which  codes  for  the  leptin  receptor,  the  site  on  a  cell 
where  the  protein  leptin  attaches  and  produces  its  effect.  Humans  also  appear  to 
have  this  leptin  receptor  gene.  Thus,  obesity  may  be  related  to  the  improper  func- 
tioning of  leptin  and/or  to  a  malfunctioning  of  the  receptor  system  that  responds  to 
leptin. 

Gains  from  a  Budget  Increase 

Because  obesity  is  a  risk  factor  for  so  many  major  chronic  diseases,  increased 
funding  for  this  area  of  research  would  have  broad  impact  on  the  Nation's  health. 
Increased  funding  would  allow  NIH  to  capitalize  on  the  important  discovery  of  genes 
and  gene  products  specifically  related  to  obesity  by  expanding  efforts  to  understand 
how  leptin,  and  its  receptor  system,  regulates  appetite  and  energy  expenditure  in 
both  normal  and  obese  individuals. 

With  increased  funds  the  NIH  would  accelerate  its  pursuit  of  other  animal  and 
human  genes  that  may  be  related  to  obesity  and  its  related  conditions,  including  di- 
abetes and  cardiovascular  disease. 

The  relationship  of  obesity  genes  to  environmental  factors,  such  as  dietary  and 
physical  activity  habits,  warrants  increased  efforts,  especially  as  these  factors  relate 
to  the  development  of  diabetes,  cardiovascular  disease  and  other  conditions. 

With  an  increased  investment,  the  NIH  Obesity/Nutrition  Research  Centers  would 
be  able  to  expand  their  scope  to  include  pilot  and  feasibility  studies  that  are  pivotal 
to  developing  new  ideas;  training  of  new  investigators  in  the  origin  and  treatment 
of  obesity  would  also  be  undertaken. 

PARKINSON'S  DISEASE 

The  Problem 

Virtually  all  Americans  will  be  touched  by  Parkinson's  disease  in  some  way, 
whether  they  develop  the  disease  themselves  or  know  someone  else  who  is  afflicted. 
Approximately  500,000  Americans — one  percent  of  those  over  age  50 — suffer  from 
Parkinson's  disease.  The  economic  burden  of  this  disease,  currently  estimated  at  $6 
billion  per  year,  will  continue  to  increase  as  the  U.S.  population  ages. 

The  Promise 

Today,  because  of  an  expanding  knowledge  base,  there  is  a  growing  enthusiasm 
for  pursuing  new  directions  and  initiatives  in  Parkinson's  disease.  We  know  that 
some  Parkinson's  disease  seems  to  "run  in  families"  and  may  be  inherited.  Tech- 
niques now  available  should  allow  researchers  to  find  the  genes  responsible  for  this 
disease  in  a  relatively  short  time.  Finding  the  genes  for  inherited  Parkinson's  dis- 
ease may  provide  clues  to  the  mystery  of  what  triggers  the  non-inherited  forms  of 
Parkinson's  disease. 

Surgical  techniques  (pallidotomy)  that  aim  to  restore  the  balance  between  move- 
ment-inhibiting and  movement-activating  circuits  in  the  brain  have  shown  promise 
and  are  now  being  evaluated  in  clinical  trials. 

Attempts  to  replace  damaged  dopamine  cells  by  transplantation  of  fetal  tissue 
have  shown  that  such  transplanted  cells  can  survive  for  long  periods  and  benefit 
some  patients. 

Gains  from  a  Budget  Increase 

There  is  increasing  recognition  that  similar  mechanisms  of  injury  may  contribute 
to  many  neurodegenerative  diseases,  including  Parkinson's.  Among  these  are 
oxidative  stress,  mitochondrial  defects,  cytoskeletal  abnormalities,  excitotoxicity,  cal- 
cium-mediated damage  and  programmed  cell  death.  Increased  funding  would  allow 
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elucidation  of  these  factors  as  well  as  other  causes  of  Parkinson's  disease,  such  as 
genetics,  environmental  toxins,  and  age-related  processes.  Findings  in  these  areas 
could  lead  to  therapeutic  intervention  and  identification  of  prevention  strategies. 

Increased  funding  would  hasten  an  understanding  of  the  normal  biology  of  signal- 
ing molecules,  and  how  they  may  go  awry  in  disease.  Cell  survival  molecules,  called 
trophic  factors,  have  recently  been  shown  to  ameliorate  Parkinson's  disease  symp- 
toms in  animals.  More  research  is  needed  to  see  if  and  how  such  factors  might  bene- 
fit persons  with  this  disease. 

Additional  funding  would  hasten  an  evaluation  of  the  long-term  value  of  surgical 
pallidotomy  and  its  standardization. 

Increased  efforts  would  be  made  to  engineer  non-fetal  cells  to  produce  dopamine 
and,  in  addition,  to  undertake  animal  studies  to  assess  the  potential  for  subsequent 
implantation  into  patients.  This  work  is  likely  to  lead  to  a  better  understanding  of 
growth  factors  and  signaling  molecules. 

Other  studies  to  find  the  cause  of  Parkinson's  disease  would  be  expanded. 

PREVENTING  AND  RELIEVING  PAIN 
T}ie  Problem 

Pain  is  the  most  common  reason  for  a  visit  to  the  doctor — accounting  for  nearly 
40  million  visits  in  the  United  States  each  year.  Costs  of  the  management,  control, 
and  alleviation  of  pain  and  consequent  loss  of  productivity  exceed  $100  billion  annu- 
ally. While  strides  have  been  made  in  easing  pain  associated  with  surgery  and  ter- 
minal illness,  many  people  suffer  terribly  from  severe,  unrelieved  pain  that  can 
cause  disruptions  in  sleep,  eating,  mobility,  and  overall  functional  status.  Pain  is 
associated  with  longer  hospitalizations,  longer  recovery  time,  and  poorer  patient  out- 
comes. Pain  is  not  only  debilitating,  but  is  life-threatening  and  has  major  implica- 
tions for  quality  of  life  and  health  care  costs. 

The  Promise 

For  many  years,  the  National  Institutes  of  Health  (NIH)  has  engaged  in  a  m.ulti- 
disciplinary  effort  to  understand  the  biological  and  beha\'ioral  aspects  of  pgdn. 

Significant  progress  has  been  made  in  understanding  the  neuroanatomical  path- 
ways and  the  neurophysiological  and  neurochemical  mechanisms  involved  in  pain. 

Pilot  studies  have  yielded  provocative  leads  regarding  interactions  between  pain 
and  the  immune  function  of  the  body,  with  a  potential  link  between  levels  of  pain 
and  rate  of  recover>'  from  illness  or  surgery. 

Advances  have  been  made  in  the  measurement  of  pain  intensity  in  adolescents,^ 
children,  and  even  in  non-verbal  infants. 

Promising  methods  to  activate  the  body's  innate  pain  control  mechanisms  are 
under  study. 

Gains  from  a  Budget  Increase 

A  budget  increase  would  strengthen  the  momentum  of  this  trans-NIH  initiative. 
It  would  expedite  much-needed  research  in  basic  biology  that  will  establish  the 
foundation  for  clinical  interventions.  It  would  permit  more  rapid  extension  of  pain 
assessment  studies  to  adults,  to  specific  cultural  groups,  and  to  special  populations 
such  as  the  cognitively  impaired.  Increased  funding  would  also  facilitate  research 
Dn  the  effectiveness  of  drug  strategies  to  alleviate  or  reduce  pain. 

Advances  in  science  and  technology  would  allow  scientists  to  further  explore: 

The  physiological  basis  of  pain  (neuroendocrine,  immunological,  and  genetic  stud- 
ies). 

The  nevirochemical  basis  of  pain  perception  and  the  points  at  which  intervention 
will  most  effectively  control  pain. 

Reasons  for  individual  differences  in  the  pain  experience  and  its  management 
[e.g.,  age,  gender,  ethnicity,  physiological  and  psychological  state). 

Improved  administration  of  medication  in  the  prevention  and  management  of 
pain. 

SCHIZOPHRENIA  AND  MANIC  DEPRESSIVE  ILLNESS 

The  Problem 

Schizophrenia  affects  more  than  2  million  Americans  and  causes  one  of  every  10 
patients  to  commit  suicide.  It  is  estimated  that  this  disorder  costs  the  Nation  over 
|30  billion  annually.  Manic  depressive  illness  affects  1.7  million  Americans.  Al- 
though the  effectiveness  of  treatments  for  mental  illnesses  has  improved  immensely, 
many  existing  treatments  are  "halfway  technologies"  that  do  not  allow  individuals 
to  fully  recover  from  these  devastating  diseases. 
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The  Promise 

Successful  identification  of  genetic  and  environmental  factors  in  the  development 
and  onset  of  severe  mental  illnesses  promises  innovative  diagnostic,  treatment,  and, 
for  the  first  time,  preventive  interventions.  It  has  long  been  known  that  both  genetic 
factors  and  environmental  factors,  so-called  "second  hits",  contribute  to  the  onset  of 
schizophrenia  and  manic  depressive  illness.  More  recently  it  has  become  clear  that 
numerous  genes  contribute  vulnerability  for  each  disorder  and  that  vulnerabiUty 
may  be  a  function  of  different  sets  of  genes  in  different  families.  Recent  research 
has  identified  candidate  genetic  vulnerability  sites  for  schizophrenia  and  for  bipolar 
depressive  disorder.  Other  studies  have  implicated  environmental  influences  such  as 
Rh  incompatibihty  (when  maternal  and  fetal  blood  groups  are  a  mismatch)  and  mal- 
nutrition during  fetal  development  as  possible  risk  factors  for  the  development  of 
schizophrenia. 
Gains  from  a  Budget  Increase 

A  budget  increase  would  permit  NIH  to  expand  understanding  of  the  neurobiology 
of  mental  illness,  the  genetics  of  these  diseases  in  human  populations,  including  the 
genetics  of  complex  behaviors  in  animals,  and  encourage  a  new  alignment  between 
basic  behavioral  scientists  and  clinical  researchers. 

A  budget  increase  would  permit  NIH  to  restructure  research  efforts  in  genetics, 
including  starting  a  study  of  complex  traits  through  the  new  NIH  Center  for  Inher- 
ited Disease  Research.  NIH  would  also  increase  studies  that  utilize  the  gene  knock- 
out and  transgenic  animals  to  help  define  the  genetic  bases  for  these  disorders.  With 
increased  funding,  research  that  integrates  genetics,  neuroscience,  and  behavioral 
science  would  be  accelerated. 

An  increased  investment  in  neuroimaging  research  is  warranted  to  enable  sci- 
entists to  capture  the  fleeting  events  that  characterize  both  normal  and  abnormal 
brain  function.  This  would  allow  researchers  to  link,  in  a  more  complementary  man- 
ner, basic  biological  approaches  and  the  knowledge  gained  from  them  to  the  treat- 
ment requirements  associated  with  mental  illness. 

Increased  funding  would  augment  basic  molecular  and  neurobiological  research  on 
brain  neurotransmitter  receptors,  creating  new  targets  of  opportunity  for  the  devel- 
opment of  therapies. 

Since  the  first  signs  of  severe  mental  illness  usually  appear  in  adolescence,  stud- 
ies of  the  relationship  of  the  mental  disorders  to  the  development  of  the  brain  are 
essential.  Increased  funding  would  augment  research  on  gene/environment  inter- 
action, with  emphasis  on  factors  that  may  damage  the  developing  brain. 

SICKLE  CELL  DISEASE  IN  CHILDREN 

The  Problem 

Sickle  cell  anemia  is  an  inherited  blood  disorder  that  primarily  affects 
AfricanAmericans  and  results  in  painful  episodes  or  "crises"  that  afflict  those  indi- 
viduals with  the  most  severe  form  of  sickle  cell  anemia.  In  1995,  NIH-supported  sci- 
entists announced  the  first  effective  treatment  for  sickle  cell  anemia  in  adults — 
hydroxyurea — which  reduces,  by  approximately  50  percent,  the  number  of  hos- 
pitalizations, blood  transfusions,  and  potentially  life-threatening  pneumonia-like  ill- 
nesses. All  of  these  events  and  treatments  have  been  estimated  to  cost  about  $350 
million  annually. 
The  Promise 

People  who  suffer  the  painful,  debilitating  effects  of  sickle  cell  disease  can  look 
forward  to  a  better  quality  of  life.  However,  we  have  not  yet  determined  the  effec- 
tiveness of  hydroxyurea  as  an  effective  treatment  for  children  suffering  with  this 


Gains  from  a  Budget  Increase 

A  budget  increase  would  accelerate  the  availability  of  this  promising  treatment 
for  children  and  thereby  contribute  to  reducing  the  suffering  of  affected  children  and 
their  families  and  the  associated  burden  of  health  care  cost.  More  research  would 
be  pursued  to: 

Determine  whether  hydroxyurea  is  effective  in  children. 

Identify  any  adverse  effects  of  the  drug  on  growth  and  development. 

Uncover  any  side  effects  in  children  that  were  not  seen  in  adults. 

Investigate  long-term  effects  of  hydroxyurea  on  chronic  organ  damage  and  cancer 
risk,  as  well  as  its  interactions  with  other  drug  treatments. 
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SPINAL  CORD  injury:  MINIMIZING  DAMAGE  AND  RESTORING  FUNCTION 

The  Problem 

Today,  250,000  people  live  with  varying  degrees  of  incapacity  due  to  spinal  cord 
injury,  and  approximately  10,000  new  injuries  occur  each  year  due  to  automobile 
accidents,  sports  injuries,  or  other  traumatic  events.  About  two  thirds  of  spinal  cord 
injuries  occur  in  persons  under  30  years  of  age.  Estimated  lifetime  cost  per  patient 
ranges  from  $231,000  to  $1,349,000  depending  on  the  severity  of  the  injury  and  the 
age  of  the  person.  Spinal  cord  injury  is  by  far  the  most  expensive  injury  on  a  per 
case  basis.  Nationally,  the  costs  of  brain  and  spinal  cord  injury  together  are  $10  bil- 
lion per  year. 

The  Promise 

In  recent  years,  new  treatments  for  spinal  cord  injury  have  emerged  and  advances 
in  neuroscience  hold  the  potential  for  more  innovative  approaches  to  this  often  per- 
manently debilitating  condition.  For  example,  high  doses  of  the  steroid  drug 
methylprednisolone,  the  first  therapy  that  improved  the  outcome  from  spinal  cord 
injury,  has  moved  from  use  only  in  clinical  trials  to  accepted  practice. 

Electronic  devices,  that  connect  with  the  nervous  system  or  muscles  to  replace  lost 
motor  and  sensory  function  in  paralyzed  persons,  are  moving  from  science  fiction 
to  reality.  For  example,  a  hand-grip  prosthesis  that  enables  a  paralyzed  person  to 
pick  up  objects  without  assistance  has  been  developed. 

A  century  of  pessimism  about  whether  nerve  cells  in  the  brain  and  spinal  cord 
could  ever  regrow  after  damage  is  also  giving  way  to  guarded  optimism  based  on 
demonstrations  in  animals  that  these  cells  can  be  coaxed  to  grow  under  certain  cir- 
cumstances. 

Gains  from  a  Budget  Increase 

Increased  funding  would  allow  the  initiation  of  clinical  trials  of  new  steroid  drugs 
that  are  distinctly  different  from  methylprednisolone.  Several  other  approaches  to 
controlling  secondary  damage  to  the  spinal  cord  are  ready  to  be  tested  in  human 
trials.  For  example,  investigations  into  the  use  of  hypothermia,  of  chemicals  called 
free  radical  scavengers,  of  nerve  cell  survival  factors,  and  of  agents  that  block  the 
release  of  toxic  substances  by  dying  cells  would  be  approached  with  additional  fund- 
ing. 

Increased  funding  would  accelerate  the  development  of  neural  prosthetics  based 
on  electronic  and  microchip  technology,  for  example,  of  a  splint-free,  low  energy  sys- 
tem that  would  allow  a  paraplegic  person  to  rise,  remain  standing  for  at  least  20 
minutes,  and  sit  again  without  assistance.  Development  of  a  new  technology  would 
also  be  expedited  that  would  permit  muscles  to  both  be  controlled  by  signals  from 
the  brain  and  to  receive  incoming  nerve  sensations  that  were  blocked  by  the  injury. 

With  additional  resources,  treatments  to  repair  damaged  spinal  cords  in  animals 
would  move  closer  to  clinical  trials  as  would  efforts  to  restore  function  by  the  use 
of  tissue  grafts,  bridges  of  peripheral  nerve,  cell  implants,  nerve  cell  survival  fac- 
tors, and  antibodies  to  neutralize  barriers  to  growth. 

Research  on  the  use  of  neural  progenitor  cells,  a  natural  reservoir  of  nerve  cells 
very  recently  found  in  the  brain  that  may  have  the  capacity  to  specialize  and  re- 
place lost  neurons  in  animals,  would  be  accelerated  by  increased  funding.  Scientists 
could  move  toward  human  studies  at  a  faster  pace. 


The  Problem 

Stroke  is  the  third  leading  cause  of  death  in  the  US.  Every  year,  over  500,000 
Americans  experience  a  stroke  and  many  are  left  disabled,  costing  more  than  $30 
billion  annually  for  medical  treatment,  rehabilitation  and  long-term  care,  as  well  as 
in  lost  wages.  These  numbers  and  costs  will  only  increase  as  the  U.S.  population 
ages. 

The  Promise 

Research  efforts  promise  to  increase  our  knowledge  about  stroke  from  the  initial 
event  to  the  ensuing  consequences,  as  well  as  to  improve  the  ability  of  physicians 
to  identify  those  at  risk.  The  first  emergency  treatment  for  strokes  due  to  blood  clots 
was  recently  developed.  The  drug,  tPA,  used  within  three  hours  of  the  onset  of  the 
stroke,  increases  a  victim's  chances  for  full  recovery  by  30  percent.  As  the  health 
care  system  changes  to  treat  stroke  as  an  emergency,  it  will  facilitate  the  testing 
of  new  therapeutics  that  may  need  to  be  administered  within  hours  of  the  stroke 
to  be  effective. 
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Several  means  of  prevention  have  also  been  developed.  For  example,  surgery  to 
restore  blood  flow  through  narrowed  arteries  in  the  neck  can  prevent  stroke,  and 
the  drug  warfarin — in  combination  with  aspirin — has  been  shown  to  protect  some 
patients  from  stroke.  There  is  also  good  evidence  that  increased  exercise  during  re- 
covery from  stroke  can  protect  against  future  strokes.  For  example,  the  NIH-funded 
Honolulu  Heart  Program  found  that  men  55-68  years  old  who  were  inactive  had  a 
higher  rate  of  hemorrhagic  stroke  than  men  who  were  active. 

Gains  from  a  Budget  Increase 

Increased  funding  for  research  on  stroke  would  accelerate  the  exploration  of  ap- 
proaches to  limiting  brain  damage  when  stroke  occurs,  helping  people  regain  a  nor- 
mal life  after  a  stroke,  and  reducing  the  number  of  individuals  who  fall  victim  to 
this  condition. 

Increased  funding  would  permit  full  exploration  of  the  relationship  between  die- 
tary and  exercise  factors  and  stroke  as  a  possible  preventive  intervention. 

Because  the  methods  to  prevent  and  treat  stroke  may  differ  for  men,  women,  and 
minorities,  there  is  great  need  to  expand  studies  on  both  the  risk  factors  and  effec- 
tiveness of  different  treatments  in  each  of  these  populations. 

Increased  efforts  to  understand  the  djmamics  of  reduced  blood  flow  in  animals 
would  give  us  a  clearer  picture  of  the  short-and  long-term  events  in  the  brain  after 
stroke. 

Efforts  to  develop  ways  to  reduce  the  occurrence  and  the  impact  of  bleeding  in 
the  brain  in  newborns,  which  leads  to  a  lack  of  oxygen  during  this  critical  period 
of  life,  would  be  expanded  by  increased  funds. 

Medications  designed  to  attack  the  toxic  by-products  of  stroke  need  further  explo- 
ration. 

These  neuroprotective  substances  would  be  tested  to  determine  if  they  lessen  the 
damage  from  lack  of  oxygen  after  stroke. 

TOPICAL  MICROBICIDES  FOR  THE  PREVENTION  OF  HIV/AIDS  AND  OTHER  STD'S 

The  Problem 

A  sexually  transmitted  disease  (STD),  including  HIV,  is  acquired  each  year  by  an 
estimated  12  million  Americans — a  disproportionate  number  of  whom  are  women. 
Adolescents  and  young  adults  under  age  25  account  for  63  percent  of  these  cases. 
In  the  first  six  months  of  1995,  AIDS  cases  in  teenagers  increased  by  over  500  per- 
cent. STDs,  excluding  HIV/AIDS,  account  for  over  $6  billion  annually  in  health  care 
costs  alone.  Up  to  40  percent  of  women  with  certain  STDs  become  infertile.  STDs 
contribute  excessively  to  illnesses,  deaths,  and  health  care  costs  among  women  as 
well  as  among  newborns,  who  can  be  infected  before  or  during  birth.  STD-related 
mortality  in  American  women  is  increasing.  Currently,  95  percent  of  such  mortality 
is  attributable  to  cervical  cancer,  caused  by  human  papilloma  virus  infection,  and 
HIV/AIDS.  Topical  microbicides  for  women  could  substantially  reduce  the  spread  of 
HIV  (the  AIDS  virus)  and  other  sexually  transmitted  diseases. 

The  Promise 

Scientists  supported  by  the  National  Institutes  of  Health  (NIH)  are  conducting  re- 
search to  find  safe,  effective  "topical  microbicides"  that  may  be  used  vaginally  by 
women  to  block  the  transmission  of  STDs,  including  HIV.  Currently,  several  promis- 
ing topical  microbicides  are  being  evaluated  that  kill  the  infectious  microbes  that 
cause  AIDS  and  other  STDs.  The  successful  development  of  these  products  will  en- 
able women  to  take  control  of  their  own  reproductive  health  and  sipiificantly  reduce 
the  incidence  of  STDs,  including  HIV  infection. 

Gains  from  a  Budget  Increase 

Increased  funding  in  basic  STD  research  would  expand  the  currently  funded  topi- 
cal microbicide  programs  and  increase  the  pre-clinical  capacity  to  evaluate  new 
products.  Funds  to  develop  new  formulations  would  bring  products  to  market  more 
rapidly.  Further,  increased  funding  would  strengthen  the  clinical  evaluation  for 
microbicide  studies,  including  evaluation  of  behavior  on  acceptance  and  compliance. 

Evaluation  of  these  promising  topical  agents  requires  clinical  trials  to  prove  that 
a  proposed  microbicide  is  both  safe  and  effective.  Development  of  better  microbicide 
products  based  on  the  results  of  these  trials,  as  well  as  further  basic  research  in 
the  laboratory,  would  also  be  a  part  of  the  overall  research  program. 
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aids:  a  new  class  of  drugs 
The  Problem 

AIDS  is  the  leading  cause  of  death  among  people  ages  25-44  in  the  U.S.  today; 
the  epidemic  is  moving  dramatically  into  heterosexual  and  minority  populations  es- 
pecially in  rural  areas.  Although  there  is  reason  for  optimism  given  the  availability 
of  new  drugs  for  treating  AIDS,  questions  remain  about  the  optimal  dose  level,  how 
to  use  combinations  of  drugs  most  effectively,  and  when  to  initiate  therapy. 

The  Promise 

The  National  Institutes  of  Health  (NIH)  has  established  an  efficient  mechanism 
for  carrying  out  trials  of  new  drugs  to  treat  HIV  and  to  combat  various  infections 
to  which  AIDS  patients  are  prone.  The  adult  AIDS  CUnical  Trials  Group  (ACTG) 
has  been  instrumental  in  establishing  the  most  effective  way  to  treat  AIDS  patients 
using  individual  drugs  and  combinations  of  drugs. 

The  ACTG  was  responsible  for  showing  the  benefits  of  AZT  and  for  determining 
the  best  way  to  prevent  and  treat  a  certain  type  of  pneumonia  that  is  one  of  the 
most  serious  complications  of  AIDS.  The  ACTG  will  be  responsible  for  determining 
the  most  effective  manner  of  using  a  new  class  of  anti-HIV  drugs,  the  protease  in- 
hibitors. 

Gains  from  a  Budget  Increase 

The  protease  inhibitors  are  now  ready  for  expanded  studies  in  patients.  Such 
work  is  essential  to  determine  clinical  benefit  of  these  drugs,  which  have  shown 
great  promise  in  preliminary  studies.  Since  maximum  benefit  will  almost  certainly 
involve  combinations  of  drugs  from  various  pharmaceutical  companies,  a  govern- 
ment mechanism  is  necessary  to  carry  out  these  critical  trials.  A  technology  assess- 
ment meeting  is  under  development  for  Fall  1996,  to  establish  the  standard  of  care 
with  newly  licensed  protease  inhibitors  in  the  primary  health  care  setting. 

A  budget  increase  would  permit  continued  support  for  the  number  of  ACTG  sites 
necessary  to  expeditiously  conduct  the  crucial  clinical  trials  that  provide  new  treat- 
ments to  extend  the  life  and  quality  of  life  of  HIV-infected  individuals. 

A  budget  increase  would  permit  the  ACTG  to  conduct  important  multi-drug  stud- 
ies of  agents  including  the  newest  class  of  compounds,  protease  inhibitors,  as  well 
as  crucial  studies  of  drugs  against  AIDS-associated  opportunistic  infections  and  ma- 
lig[nancies.  The  Adult  ACTG  was  recompeted  in  fiscal  year  1996  and  as  a  result  of 
this  recompetition  30  technically  outstanding  sites  were  ftinded  to  more  effectively 
and  efficiently  conduct  clinical  trials.  The  recompeted  ACTG  is  designed  to  ensure 
optimal  participation  in  clinical  trials  of  all  sub-populations  in  which  the  epidemic , 
is  now  raging  including  women,  minorities,  adolescents,  children,  and  injection  drug 
users. 

DENTAL  IMPLANTS 

Senator  Specter.  I  would  like  to  personalize  it  just  a  minute 
with  Dr.  Slavkin.  I  started  to  ask  Dr.  Slavkin  a  question  on  im- 
plants. I  would  like  to  have  an  oral  response  on  that  because  I 
have  to  act  on  that  in  the  course  of  the  next  day  or  two,  if  I  may 
assert  the  privilege  of  the  Chair.  The  yellow  light  has  just  gone  on, 
so  I  have  another  minute  or  so. 

As  a  generalized  question,  I  am  told  that  there  has  been  research 
abroad  for  several  decades,  but  only  in  the  last  10  years — without 
knowing  too  much,  are  you  able  to  venture  a  professional  opinion 
on  the  quality  of  implants?  I  might  call  you  up  afterward  to  get 
more  specifics  from  you. 

Dr.  Slavkin.  I'd  be  dehghted  to  chat  with  you. 

Implants  have  been  a  major  boon  in  dental  orthopedics,  standing 
on  the  shoulders  of  some  outstanding  work  in  medical  orthopedics 
by  Brandenmark  and  his  colleagues  in  Europe,  as  you  mentioned. 
A  number  of  people  in  this  country  are  t^ng  that  model  and 
working  to  improve  it,  to  give  more  specificity,  more  efficacy,  to  be 
able  to  predict  better  outcomes. 


I  believe  at  this  point  well  over  1  million  implants  have  been 
placed  in  people  throughout  the  United  States,  and  a  number  of 
them  are  extremely  pleased  with  the  outcome,  feeling  that  the  im- 
plants have  really  made  a  significant  difference.  Like  every  other 
treatment,  there  is  a  certain  risk  element,  and  implants  do  not 
have  a  100-percent  success  rate,  but  they  tend  to  be  well  over  90 
percent  successful. 

I  would  love  to  chat  with  you  about  it  later. 

Senator  Specter.  Thank  you.  Thank  you  for  those  insights,  and 
I  will  call  you  further. 

Thank  you  all  for  coming  today.  I  thank  my  colleague  Senator 
Mack  for  continuing  the  hearing.  The  subcommittee  will  do  the 
very  best  we  can  for  you.  Thank  you. 

Dr.  Varmus.  Thank  you,  Mr.  Chairman. 

MISUSE  OF  GENETIC  INFORMATION 

Senator  Mack  [presiding].  I  think  I  will  move  over  here.  That 
way  I  can  see  the  folks  on  this  side  of  the  table. 

First,  let  me  apologize  to  most  of  you  because  it  will  be  impos- 
sible to  engage  each  of  you  in  a  discussion  about  your  particular 
area  of  interest,  influence,  and  expertise.  But  let  me  just  begin  by 
expressing  on  the  part  of  this  country  a  real  sense  of  appreciation 
for  what  you  do,  and  the  realization  that  each  of  us  in  the  House 
and  the  Senate  can  identify  constituents  whose  lives  have  been  ei- 
ther saved  or  improved  or  comfort  given  as  a  result  of  the  work 
that  you  have  done  over  the  years.  So  I  just  wanted  to  begin  my 
comments  with  that  expression.  You  provide  an  incredibly  valuable 
service  to  our  Nation,  and  I  am  one  Senator  who  is  deeply  grateful. 

Again,  I  will  probably  continue  in  the  area  where  I  have  a  tre- 
mendous amount  of  interest,  and  that  is  in  the  area  of  cancer.  I 
have  been  somewhat  captured  by  what  is  happening  in  the  area  of 
genetics,  the  genome  project,  and  I  might  get  Dr.  Collins  to  maybe 
express  some  of  the  concerns  that  we  have  talked  about  in  the  past. 

I  first  want  to  commend  you  for  your  tireless  efforts  to  educate 
the  public  about  the  potential  for  health  insurance  discrimination 
due  to  genetic  information.  Why  do  you  not,  if  you  would,  share 
with  us  your  views  on  the  issue  of  potential  misuse  of  genetic  infor- 
mation by  employers. 

Dr.  Collins.  First  of  all,  thank  you  very  much.  Senator 

Senator  Mack.  Let  me  say,  the  reason  I  raise  this  is  because  I 
think  the  work  that  you  are  doing  and  the  direction  that  we  are 
heading  is  so  important  and  has  such  a  potential  impact  on  the 
work  that  so  many  of  you  do,  that  if  we  are  not  careful,  if  we  do 
not  address  these  concerns  about  insurance  and  employment  and 
discrimination  factors  early,  then  I  think  the  danger  is  that  we 
could  undermine  support  for  what  you  are  doing.  That  is  why  I  am 
really  focusing  on  this  today  and  I  want  to  give  you  an  opportunity 
to  share  your  feelings  on  it. 

Dr.  Collins.  Senator,  I  really  appreciate  the  question  and  I 
could  not  agree  more  with  what  you  said  about  the  need  to  address 
these  issues  ahead  of  time.  We  cannot  delay  until  there  is  a  crisis 
and  hundreds  of  thousands  of  people  have  been  discriminated 
against  on  the  basis  of  information  they  did  not  get  to  choose, 
namely  what  is  written  into  their  DNA. 
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We  are  all  at  risk  for  that  eventual  outcome  if  we  do  not  put  pro- 
tections in  place  to  prevent  that  kind  of  inappropriate  use  of  this 
information. 

As  a  physician  who  has  dealt  with  many  families  with  genetic 
disease,  I  am  incredibly  excited  about  the  opportunities  that  these 
advances  in  genetic  research,  spurred  on  by  the  human  genome 
project,  offer  for  our  ability  to  understand,  diagnose,  and  better 
treat  conditions  that  have  been  very  frustrating  in  the  past.  It  will 
be  a  tragedy  of  the  highest  order  if  that  possibility  is  defeated  by 
our  inability  to  prevent  the  misuse  of  that  very  powerful  informa- 
tion. 

This  is  a  winnable  war.  The  human  genome  project  over  the  last 
5  years,  through  its  Ethical,  Legal,  and  Social  Implication  Program, 
has  sponsored  a  lot  of  very  good  research  and  a  lot  of  very  good 
scholarship  that  points  a  clear  path  toward  what  needs  to  be  done 
in  the  short  term  and  the  long  term  about  these  issues. 

Yet  such  a  research  program  cannot  pass  needed  legislation,  and 
we  are  clearly  in  a  situation  where  that  is  a  high  priority.  Today's 
New  York  Times,  as  Senator  Specter  mentioned,  does  describe  a 
very  good  bill  concerning  genetic  discrimination  in  health  insur- 
ance, that  passed  the  New  Jersey  legislature  and  was  sent  to  the 
Governor  yesterday.  It  also  has  some  privacy  provisions.  Yet  even 
if  all  50  States  pass  such  a  bill — and  about  1 1  others  have — about 
40  percent  of  the  public  will  still  not  be  protected  in  the  health  in- 
surance arena,  of  ERISA  regulations  that  exempt  them  because 
their  health  insurance  is  through  self-funded  programs. 

So  there  is  a  strong  urgency  for  this  t3rpe  of  legislation  to  be 
dealt  with  at  the  Federal  level.  I  am  delighted  by  the  interest  of 
the  Congress,  spurred  on  particularly  by  people  like  yourself,  who 
have  taken  this  as  a  serious  issue  and  put  those  provisions  into 
some  of  the  bills  that  have  been  making  their  way  through  in  this 
current  session. 

That  is  dramatically  different  than  a  year  or  two  ago,  where 
there  was  really  no  apparent  momentum  in  this  direction.  But  the 
Congress  has  not  yet  passed  any  legislation.  The  Kassebaum-Ken- 
nedy  legislation,  which  does  include  genetic  information  on  the  list 
of  things  that  should  not  be  used  to  deny  coverage  by  health  insur- 
ers, is  still  somewhat  uncertain  in  its  future.  If  it  does  pass  it  will 
still  have  loopholes  in  it  in  terms  of  setting  exorbitant  premiums 
that  may  very  well  make  health  insurance  inaccessible  to  some 
people  who  are  found  to  be  at  high  risk  for,  say,  breast  or  colon 
cancer  and  who  might  benefit  the  most  from  being  able  to  have  ac- 
cess to  medical  coverage. 

So  we  have  areas  that  need  to  be  addressed.  In  my  own  view — 
and  this  is  clearly  the  conclusion  of  the  ELSI  experts — we  need  sort 
of  a  dual  effort.  We  need  a  privacy  legislative  initiative  to  deal  with 
the  issue  of  genetic  information  and  who  should  have  access  to 
that,  and  that  is  not  terribly  well  dealt  with  currently.  Medical 
records  in  general  leak  much  more  than  they  should  and  something 
needs  to  be  done  about  that.  There  are  at  least  two,  and  I  gather 
soon  to  be  three,  bills  finding  their  way  into  the  Congress  that  will 
be  dealing  with  this  in  one  way  or  the  other. 

But  we  also  need  an  antidiscrimination  legislative  initiative. 
Health  insurance  is  perhaps  the  highest  priority  there,  but  employ- 


328 

ment  is  very  much  on  that  Hst,  and  you  specifically  asked  about 
that.  In  the  area  of  emplo3mient,  I  think  all  of  us  were  delighted 
that  the  EEOC,  a  little  more  than  1  year  ago,  did  make  a  ruling 
that  an  employer  who  learns  that  a  prospective  employee  is  at  risk 
for  future  illness  based  on  the  results  of  a  genetic  test  may  not 
withdraw  a  conditional  offer  of  employment  to  that  person  because 
of  fears  that  they  may  be  a  bad  risk  on  the  job.  In  so  doing,  that 
employer  would  be  regarding  that  individual  as  disabled  and, 
therefore,  be  in  violation  of  the  Americans  With  Disabilities  Act, 
even  though  that  person  is  currently  healthy. 

That  is  an  enormously  positive  step,  but  it  is  clear  that  that  does 
not  in  any  sense  cover  all  of  the  potential  for  employment  discrimi- 
nation when  it  comes  to  genetics. 

The  ELSI  working  group,  which  is  the  genome  project  group  that 
has  looked  at  these  issues,  at  the  interface  between  science  and 
public  policy,  has  decided  that  employment  discrimination  is  an 
area  of  high  interest  and  importance.  This  group  has  banded  to- 
gether with  the  National  Action  Plan  on  Breast  Cancer  and  its  he- 
reditary susceptibility  working  group,  which  I  cochair  with  Mary  Jo 
Kahn  of  the  Virginia  Breast  Cancer  Foundation,  to  put  together  a 
workshop  this  fall  which  will  look  intensively  at  the  area  of  em- 
plo3anent  discrimination,  what  has  been  done  in  the  50  States, 
what  more  needs  to  be  done. 

Out  of  that  workshop  we  expect  will  come  some  very  specific  rec- 
ommendations about  legislative  options  that  ought  to  be  considered 
to  provide  better  protections  than  currently  exist  in  employment. 
We  did  the  same  thing  about  1  year  ago  for  health  insurance  and 
I  think  it  was  a  very  useful  step. 

But  here  is  a  place,  Senator,  where  a  partnership  between  those 
of  you  in  the  Congress  and  the  scientists,  sociologists,  and  ethicists 
who  are  looking  at  genetics  is  highly  warranted.  I  am  delighted 
that  people  like  yourself  have  appreciated  the  importance  of  that 
and  taken  that  leadership  position,  and  I  would  love  to  continue  to 
work  with  you  on  those  issues. 

CONFIDENTIALITY  OF  MEDICAL  RECORDS 

Senator  Mack.  Well,  thank  you  for  your  comments,  and  we  will 
continue  that  effort.  I  might  want  to  follow  up,  though,  on  the  issue 
of  the  confidentiality  of  medical  records.  I  guess  the  issue  is,  on  the 
one  hand,  how  do  you  ensure  the  confidentiality  without  jeopardiz- 
ing the  collection  of  important  statistical  data  about  diseases,  such 
as  the  data  collected  through  the  National  Cancer  Registry? 

Would  any  of  the  other  NIH  directors  care  to  comment  on  this 
issue?  I  mean,  it  is  I  guess  that  balance.  I  am  not  sure  that  I  fully 
understand  the  issue,  so  this  is  an  opportunity  to  educate  me,  who- 
ever might  want  to  hop  in  here. 

Dr.  Klausner.  Dr.  Collins  and  I  are  working  on  an  initiative  to 
create  what  we  are  calling  a  national  cancer  genetics  network,  and 
that  may  be  what  you  are  referring  to.  Through  this  network  we 
band  together,  hopefully  many  tens  of  thousands  of  health  care 
providers,  physicians,  et  cetera,  in  a  network  that  is  linked  to- 
gether to  provide  the  best  information  about  genetics  and  genetic 
susceptibility,  in  this  case  to  cancer.  Individuals  would  be  able  to, 
through  a  toll-free  number,  find  out  where  in  their  community  or 
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nearby  there  is  a  member  of  the  cancer  genetics  network  where 
they  can  go  and  get  up  to  date  information  about  genetic  suscepti- 
bihty,  genetic  risk,  genetic  testing,  and  possibly  testing  in  the  con- 
text of  a  national  protocol  that  helps  the  physician  go  through  a  de- 
cisionmaking process,  coupled  with  counseling  about  genetic  test- 
ing. 

What  we  want  this  network  to  do  is  to  both  provide  an  entry  for 
individuals  to  seek  information  and  to  get,  if  needed  or  if  decided, 
high  quality  testing,  but  also  so  that  we  as  a  community,  not  just 
the  research  community,  the  entire  community,  can  learn  the  an- 
swers to  questions  that  individuals  will  need  to  be  able  to  answer 
if  they  are  to  seek  testing:  What  does  it  mean?  What  risk  do  I  have 
for  developing  cancer?  At  what  age,  what  type  of  cancer?  What 
could  I  do  to  prevent  it?  What  could  I  do  for  good  surveillance,  et 
cetera? 

That  is  going  to  take  research.  All  we  are  trying  to  do  is  to  have 
this  network  be  a  simple  research  system  where  individuals  that 
participate,  we  can  follow  their  medical  records.  It  will  be  com- 
pletely encrypted  and  anonymized,  so  we  will  never  be  able  to 
know  who  the  individual  is  that  receives  a  test  for  BRCA-1  or 
BRCA-2,  but  we  will  be  able  to  know  what  happens  over  time  to 
individuals  that  test  a  certain  way. 

It  is  a  very  simple  way  to  try  to  integrate  medical  practice  with 
research  so  that  we  can  get  demographic,  epidemiologic,  observa- 
tional information  that  gradually  will  produce  a  data  base  that  we 
will  all  need  to  go  back  and  answer  the  questions  that  an  individ 
ual  would  have. 

We  are  very,  very  concerned  that  this  is  a  completely  anonym- 
ized, encrypted,  and  protected  system,  with  absolutely  strict  what 
we  call  firewalls  between  the  identity  of  individuals  and  the  ability 
to  gather  research  information  that  we  all  need. 

Dr.  Varmus.  There  is  some  history  of  doing  this,  Senator,  using 
tissue  samples  that  are  acquired  by  pathologists  during  surgery, 
and  there  are  means  to  protect  the  identity  of  individuals  whose 
samples  are  used  by  investigators  by  creating,  as  Dr.  Klausner  re- 
ferred to  it,  a  firewall  between  the  pathology  repositories  and  the 
investigators  who  use  the  samples. 

Dr.  Collins.  If  I  could  follow  up  also,  Senator.  There  is  a  real 
issue  here  in  terms  of  privacy  legislation  that  must  be  considered 
when  dealing  with  medical  information.  If  those  guidelines  are  too 
stringent,  for  instance  if  they  require  written  authorization  from 
the  patient  for  any  use  of  any  clinical  material  in  research,  they 
would  essentially  strangle  the  ability  of  many  epidemiological  sur- 
veys to  go  forward.  They  would  destroy  the  field  of  research  pathol- 
ogy, where  those  researchers  are  often  dependent  upon  being  able 
to  look  at  samples  that  may  have  been  stored  in  paraffin  wax 
blocks  in  hospitals  for  10  or  20  years,  and  the  ability  to  go  back 
and  recontact  each  individual  is  prohibitively  difficult. 

The  solution  I  believe  is  exactly  what  Dr.  Varmus  has  just  men- 
tioned, to  come  up  with  a  scheme  which  allows  those  samples  to 
be  effectively  made  anonymous  prior  to  doing  any  research,  so  that 
the  researcher,  even  if  they  wanted  to,  could  not  figure  out  who  the 
individual  was  that  a  particular  sample  came  from. 


330 

As  privacy  legislation  is  considered  in  the  Congress — and  I  cer- 
tainly welcome  that — this  kind  of  issue  needs  to  be  looked  at  care- 
fully to  be  sure  that  we  do  not  injure  a  very  important  aspect  of 
medical  research. 

SPINAL  CORD  AND  BRAIN  INJURY 

Senator  Mack.  Well,  I  thank  all  of  you  for  the  input  on  that. 

Dr.  Hall,  if  I  could  engage  you,  assuming  I  am  directing  the 
question  at  the  right  person.  Several  years  ago  the  issue  of  the  re- 
search on  brain  and  spinal  cord,  spinal  cord  in  particular,  came  to 
my  attention  because  of  another  famous,  if  you  will,  individual, 
Nick  Boniconte's  son  down  in  Miami,  and  of  course  recently  with 
Christopher  Reeves. 

I  wonder  if  you  would  kind  of  share  with  us  some  of  the  suc- 
cesses. I  can  remember  from  previous  meetings  here  over  the  years 
the  sense  that  there  were  great  strides  that  have  been  made  in  re- 
search and  that  we  were  beginning  to  conclude  that  there  were 
things  that  we  could  accomplish  now  that  we  thought  10  years  ago 
were  virtually  impossible.  So  give  us  a  sense  of  where  we  are.  How 
are  we  doing  with  respect  to  the  funding  level  that  is  proposed,  and 
just  a  general  comment  about  where  we  are? 

Dr.  Hall.  Let  me  first  speak  to  the  general  area  of  research  on 
the  brain  and  then  specifically  to  the  question  of  spinal  cord  injury, 
if  I  may.  Those  of  us  in  the  field  feel  that  this  is  a  time  of  special 
opportunity  for  research  on  the  brain,  and  part  of  the  reason  is  the 
brain  is  the  most  complex  of  all  the  organs.  It  has  more  different 
kinds  of  cells,  it  expresses  more  genes,  it  carries  out  the  most  com- 
plex functions  of  any  of  the  organs  of  the  body. 

We  can  specify  reasonably  well  what  the  liver  does,  for  example, 
but  some  of  the  functions  of  the  brain,  dealing  with  cognition  and 
such  things  involved  in  mental  illness  and  other  things  are  very 
difficult  even  to  specify  at  times.  What  has  happened  in  the  last 
10  years  is  that  the  tools  that  we  have  available  really  are  now  up 
to  the  task  of  letting  us  address  the  brain  in  all  of  its  complexity, 
or  at  least  in  much  of  its  complexity. 

When  I  was  a  student  certainly,  many  of  us  were  advised  that 
the  brain  was  too  complicated  and  that  it  was  important  to  work 
on  simple  systems  such  as  invertebrates,  or  the  nerve-muscle  junc- 
tion was  an  important  preparation.  But  more  and  more  there  has 
been  the  feeling  that  we  now  have  the  tools  to  address  the  com- 
plicated central  nervous  system  with  its  many  connections  in  carry- 
ing out  these  ver>'  complex  functions  that  it  does. 

We  have  been  helped  in  that  by  tools  such  as  genetics.  We  have 
heard  already  this  morning  about  the  power  of  genetics.  It  is  par- 
ticularly important  for  the  brain.  Approximately  one-half  of  the 
genes  expressed  in  the  body  are  expressed  in  the  brain  and  it  is 
estimated  that  about  one-third  of  the  genetic  diseases  aiffect  the 
brain  in  some  way.  So  this  is  a  very  important  area  of  research. 
It  has  really  opened  up  a  number  of  difficult  and  baffling  diseases, 
including  ataxia  telangiectasia,  a  disease  I  know  that  you  have  a 
special  interest  in  and  in  which  during  the  last  year,  the  gene  was 
cloned  and  turned  out  to  have  a  very  interesting  structure.  That ; 
cloning  has  given  new  life  to  that  field  and  one  now  not  only  has 
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new  tools,  but  new  ideas  about  what  the  defect  in  that  disease  may 
be. 

Other  important  tools  have  been  imaging,  which  actually  lets  us 
look  in  a  noninvasive  way  at  our  own  brains,  at  the  human  brain, 
as  it  is  engaged  in  motor  tasks  or  sensory  perceptions  or  even  men- 
tal tasks.  One  can  ask  someone  to  think  of  a  number,  a  picture,  or 
a  word  and  see  precisely  which  parts  of  the  brain  become  activated 
during  these  tasks. 

We  have  also  been  helped  by  biophysical  tools  which  let  us  look 
in  new  ways  at  the  electrical  signaling  that  goes  on.  And  the  fact 
that  the  brain  contains  so  many  cells,  all  Of  which  are  signaling 
each  other,  means  that  we  cannot  simply  look  at  it  cell  by  cell.  We 
have  to  have  methods  for  looking  at  large  populations  of  cells  and 
how  they  are  behaving.  This  has  recently  been  enhanced  by  a  very 
productive  interaction  with  the  computer  people,  so  that  the  area 
of  computational  neuroscience,  in  which  one  worries  about  how 
very  large  populations  of  cells  behave,  has  become  a  very  exciting 
one. 

So  it  is  against  that  general  background,  I  think,  that  there  is 
this  air  of  excitement  and  expectation  dealing  with  the  function  of 
the  brain  and  brain  disease. 

Now,  specifically  dealing  with  spinal  cord  and  brain  injury,  there 
are  three  kinds  of  problems  that  one  might  think  of  in  which  there 
are  challenges  and  in  which  there  has  been  some  progress.  The 
first  has  to  do  with  the  immediate  response  of  the  spinal  cord  to 
the  trauma.  There  is  swelling.  The  cells  are  damaged  in  an  imme- 
diate way.  And  we  know  now  that  the  cells  release  chemicals  which 
go  on  to  damage  other  cells,  so  there  are  secondary  waves  of  dam- 
age, as  it  were. 

So  one  area  of  research  focuses  on  trying  to  limit  that  initial 
damage:  How  can  one  protect  the  neurons  in  those  very  early 
stages  when  they  are  damaged?  And  I  should  say  that  these  ques- 
tions are  very  important  for  the  nervous  system  because  once  neu- 
rons are  lost  in  the  adult  brain,  with  very,  very  rare  exceptions, 
they  cannot  be  replaced,  and  so  this  makes  a  problem  such  as 
neurodegenerative  disease  and  stroke  and  things  like  this  very  se- 
rious, because  when  you  lose  cells  you  cannot  regenerate  them. 

So  the  first  question  is  how  to  limit  the  damage,  and  there  has 
been  some  progress.  We  have  found  that  methylprednisolone,  for 
example,  given  in  high  doses  can  limit  the  swelling  and  can  de- 
crease the  immediate  injury,  and  there  are  also  a  number  of 
neuroprotective  agents  which  act  in  various  ways  which  we  think 
can  limit  this  sort  of  secondary  wave  of  damage.  And  we  are  very 
hopeful  about  that  area  of  research. 

The  next  has  to  do  with  cells  in  which  connections  have  been 
lost.  As  you  know,  nerve  cells  extend  long  processes  to  make  sig- 
nals and  make  contacts  with  each  other,  and  when  you  damage  or 
transect  a  cord  these  processes  are  broken.  So  what  then  has  to 
happen  in  order  to  restore  function  is  millions  of  axons  have  to 
grow  back  and  find  their  appropriate  partners  and  basically  recre- 
ate the  spinal  cord  that  was  there  before  the  injury. 

That  is  a  very  formidable  job  and  I  would  say  we  feel  that  is  a 
challenge  that  will  take  many  years  to  really  understand.  We  have 
made  some  progress,  and  just  within  the  last  2  years  we  have  dis- 
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covered  a  growth  factor  which  is  responsible  for  attracting  nerves 
to  it.  One  of  the  old  questions  in  neuroscience  has  always  been, 
when  you  wire  up  the  brain,  how  do  all  the  nerve  cells  know  how 
to  connect  up  in  just  the  right  way.  And  about  100  years  ago  a  fa- 
mous Spanish  anatomist  suggested  that  nerves  might  secrete 
chemicals  which  attract  the  axons  to  their  targets  and  this  would 
be  an  important  way  of  making  these  connections. 

Some  100  years  later  we  had  not  found  such  a  factor  until  about 
2  years  ago,  when  the  first  such  factor  was  identified.  And  we  know 
now  that  there  are  factors  that  not  only  attract,  but  also  repel,  and 
we  are  very  interested  in  learning  more  about  this  interesting  fam- 
ily of  molecules. 

But  I  would  say  the  job  of  reestablishing  the  connections,  of  re- 
creating the  embryonic  conditions,  if  you  will,  under  which  the 
nervous  system  regenerates  is  a  very  large  and  formidable  task. 
We  have  made  some  strides,  but  there's  a  great  deal  of  work  to  be 
done  there. 

Finally,  the  question  is  what  else  can  be  done  for  those  with  spi- 
nal cord  injury  and,  although  I  think  the  prospects  for  complete  re- 
covery are  a  long  way  ofi",  what  we  do  know  is  that  even  a  small 
amount  of  recovery  or  a  small  improvement  can  make  a  very  large 
difference  to  a  person  with  spinal  cord  injur3^  The  ability  to  move 
one's  arms,  the  ability  to  move  one's  fingers,  however  crudely, 
makes  a  great  deal  of  difference  to  somebody  with  an  injury  like 
this. 

One  of  the  things  that  our  Institute  has  been  very  active  in  is 
looking  at  artificial  devices  which  can  carry  out  some  of  these  func- 
tions, and  we  have  been  very  successful,  for  example,  in  creating 
artificial  hands  that  can  be  triggered  off  of  muscles  in  other  parts 
of  the  body,  so  that  some  of  these  devices  are  really  quite  remark- 
able. 

We  are  now  interested  in  trying  to  create  a  device  that  will  allow 
people  with  spinal  cord  injury  to  stand  for  some  period  of  time 
without  conscious  thought  and  without  using  the  hands,  and  allow 
them  to  move  from  a  sitting  position  to  a  standing  and  back  down. 
These  are  engineering  problems,  and  we  move  from  the  realm  of 
biology  to  the  interface,  between  biology  and  engineering,  and 
much  of  the  progress  in  engineering  has  helped  us  here. 

But  we  have  been  very  active  in  this  area  in  trying  to  push  the 
development  of  these  prostheses  that  will  offer  aid  to  people  who 
have  long-lasting  disability  and  for  which  the  prospects  of  recovery 
are  small. 

PARKINSON'S  DISEASE 

Senator  Mack.  This  may  be  in  your  area  as  well — Parkinson's. 

Dr.  Hall.  Absolutely. 

Senator  Mack.  I  was  fascinated  by  a  book  that  was  sent  to  my 
office,  "Frozen  Addicts." 

Dr.  Hall.  Yes,  yes. 

Senator  Mack.  That  is  a  message  that  from  time  to  time,  mate- 
rial you  send  us  is  read.  Really  fascinating. 

Dr.  Hall.  It  is  a  wonderful  book,  yes. 

Senator  Mack.  Just  a  couple  of  snippets,  if  you  will,  as  to,  again, 
what  is  happening  in  the  area  of  Parkinson's.  It  is,  again,  one  of 
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those  diseases  that  I  see  so  many  people  in  my  State  that  are  expe- 
riencing that  disease.  Some  have  tried  the  operation.  I  do  not  know 
the  technical 

Dr.  Hall.  Pallidotomy,  yes. 

Senator  Mack.  And  they  are  asking  me  about  pursuing  that.  So 
if  you  would  take  a  moment  or  two  to  update  me  on  what  is  hap- 
pening in  that  area. 

Dr.  Hall.  Yes;  we  have  an  active  program  both  in  clinical  and 
in  basic  research.  We  have  three  clinical  trials,  one  that  is  looking 
at  pallidotomy  and  two  others  that  are  looking  at  the  ability  of  im- 
planted cells.  Let  me  just  remind  you  that  Parkinson's,  as  you 
know  from  reading  "The  Frozen  Addicts"  or  otherwise,  is  due  to  the 
loss  of  a  specific  class  of  cells  in  our  nervous  system  that  secrete 
an  amine  called  dopamine,  and  that  these  cells  modulate  circuits 
that  allow  us  to  make  smooth  and  well-coordinated  movements. 

So  when  these  cells  are  lost  in  patients  with  Parkinson's  disease, 
movements  are  stiff.  "Frozen  Addicts"  refers  to  young  people  in 
which  these  cells  were  killed  as  a  byproduct  of  drug  usage,  and 
they  were  literally  frozen  and  unable  to  move.  So  the  ability  to  ini- 
tiate movement  and  to  move  smoothly  becomes  compromised  in 
Parkinson's. 

So  we  are  looking  at  clinical  trials.  The  point  of  the  pallidotomy 
is  to  actually  make  a  surgical  correction  that  will  attempt  to  rebal- 
ance the  circuits  that  have  been  altered  by  removal  of  these  cells. 
And  we  also  have  two  clinical  trials  which  are  looking  at  the  ability 
of  implanted  cells  to  produce  the  dopamine  that's  lost  in  this  ill- 
ness. 

We  also  have  a  vigorous  program  of  basic  research  and  we  car- 
ried out,  actually  not  quite  1  year  ago,  a  workshop,  at  the  end  of 
last  August,  on  Parkinson's  disease.  We  have  just  completed  the 
writeup  of  that  and  I  would  be  happy  to  send  you  a  copy  of  it.  Sev- 
eral of  the  participants  described  it  as  one  of  the  most  exciting 
meetings  they  had  been  to. 

Our  purpose  was  to  bring  together  people  who  were  committed 
to  working  on  Parkinson's  disease  and  then  others  from  outside  the 
area  that  we  thought  might  be  able  to  bring  in  new  ideas  and  to 
provide  some  cross-fertilization,  just  the  kind  of  communication 
that  Dr.  Katz  was  just  talking  about  earlier  in  relationship  to 
scleroderma. 

One  of  the  interesting  things  that  came  out  of  that  workshop  is 
the  awareness  that  there  might  be  a  larger  genetic  component,  at 
least  in  some  cases,  to  Parkinson's  disease.  And  as  you  know,  that 
is  often  a  very  important  clue,  so  we  have  renewed  our  efforts  in 
this  area. 

We  are  again  interested  in  the  role  of  growth  factors  that  can 
keep  these  compromised  neurons  perhaps  alive  longer.  And  then  fi- 
nally, there  is  a  growing  sense  that  in  all  the  degenerative  dis- 
eases— ^Alzheimer's,  Huntington's  disease,  Parkinson's  disease, 
ALS;  all  of  these  are  diseases  in  which  particular  groups  of  neurons 
die  for  unknown  reasons — that  there  are  common  mechanisms  by 
which  the  cells  respond  to  injury  and  by  which  they  in  the  end  die. 
And  we  are  very  interested  in  trying  to  understand  that  across  a 
broad  base. 
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Some  of  those  same  mechanisms  may  operate  in  spinal  cord  in- 
jury, for  example,  where  cells  are  injured  due  to  trauma  or  in 
stroke,  where  cells  are  injured  due  to  lack  of  oxygen.  So  we  have 
also  made  recent  initiative  in  that  area.  But  we  have  a  broad  and 
vigorous  program  of  research  in  the  area  of  Parkinson's  disease  and 
we  are  very  actively  trying  to  expand  our  base,  if  you  will,  to  bring 
in  new  ideas  and  new  techniques. 

FETAL  TISSUE  IMPLANTS 

Senator  Mack.  Again,  in  reading  that  book,  if  I  remember,  one 
of  the  controversial  areas  is  the  fact  that  fetal  tissue  is  being  im- 
planted. 

Dr.  Hall.  That  is  right. 

Senator  Mack.  Have  we  discovered  or  are  we  pursuing — have  we 
learned  that  there  is  an  artificial  or  created  compound  that  can  be 
used,  as  opposed  to  fetal  tissue? 

Dr.  Hall.  Yes;  let  me  just  comment  on  that.  The  general  idea 
has  been  to  put  in  cells  that  would  supply  the  missing  compound. 
In  fact,  the  therapy  of  L-dopa,  which  is  now  the  common,  accepted 
therapy,  is  a  way  of  trying  to  supply  that  missing  dopamine.  L- 
dopa  is  a  precursor  of  dopa,  it  gets  into  the  brain,  and  is  converted 
to  dopa. 

But  there  are  problems  with  the  use  of  dopa  that  develop  over 
long  periods  of  time.  One  idea  has  been  that  if  you  were  to  supply 
the  dopamine  in  a  more  natural  way,  that  is  by  cells  in  the  vicinity 
rather  than  by  oral  dosage,  that  you  might  be  able  to  supply  it  in 
a  more  useful  and  effective  way  to  the  brain. 

Initially,  people  tried  this  with  adult  tissue  that  produced 
dopamine  and  this  tissue  did  not  survive,  and  it  turns  out  that 
fetal  tissue  does  survive.  I  think  the  general  idea  is  to  see  if  this 
approach  is  a  successful  one.  I  think  no  one  believes  that  10  years 
from  now  we  will  be  using  large-scale  fetal  implants,  but  the  idea 
is  that  if  this  is  successful  and  that  one  finds  that  putting  cells  in 
that  supply  the  dopamine  in  this  way  is  useful,  then  one  can  think 
about  other  sources,  other  kinds  of  cells,  other  tissues,  engineering 
cells,  or  there  are  a  variety  of  solutions. 

But  my  point  is  simply  to  say  that  this  is — we  view  this  as  a  step 
in  the  research  and  not  as  an  ultimate  end  goal  in  terms  of  treat- 
ment. 

Senator  Mack.  Thank  you  very  much.  Dr.  Hall. 

Dr.  Varmus,  let  me  engage  you  in  a  couple  of  questions  here.  As 
I  understand  it,  the  House  bill  approved  a  6.9-percent  increase? 

Dr.  Varmus.  6.5  percent  for  program,  plus  $90  million  for  the 
clinical  center. 

Senator  Mack.  Give  me  a  sense  of  what  the  impact  of  that  in- 
crease might  be  in  additional  research? 

Dr.  Varmus.  Well,  as  you  know,  in  order  for  us  to  maintain  the 
number  of  new  grants  under  the  President's  budget,  we  had  to  cur- 
tail spending  in  a  number  of  other  categories  that  we  consider  to 
be  very  important.  Those  include  research  centers,  research  and  de- 
velopment contracts,  and  the  intramural  research  program.  We 
also  had  to  curtail  the  expected  annual  increase  in  our  noncompet- 
ing  awards  from  the  usual  4  percent,  a  roughly  inflationary  level, 
to  2  percent. 
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Under  a  more  generous  allocation,  we  would  be  able  to  do  a  num- 
ber of  things,  including  restore  the  annual  increase  so  that  our  in- 
vestigators would  not  be  penalized.  We  would  be  able  to  keep  the 
intramural  program's  activities  up  to  current  levels.  We  would  be 
able  to  initiate  a  number  of  important  new  programs  that  would 
be  clearly  curtailed  under  a  more  restricted  budget. 

You  will  notice  that  within  our  budget  proposal  for  the  last  cou- 
ple of  years  NIH  has  put  forward  areas  of  research  emphasis  that 
we  believe  represent  some  of  the  most  exciting  areas  of  research  ac- 
tivity, including  genetics,  neuroscience,  new  advances  in  patho- 
genesis, prevention,  and  the  use  of  computers  in  research.  Aiid  we 
will  propose,  if  we  were  to  receive  a  larger  amount  than  the  Presi- 
dent's budget  request,  to  place  more  emphasis  on  those  areas. 

Senator  Mack.  Let  me  move  to  another  subject.  It  is  a  discussion 
that  I  got  into  over  the  last  couple  of  weeks  and  it  had  to  do  in 
essence  with  the  approach  that  is  being  used  in  the  Defense  De- 
partment in  funding  grants.  I  will  have  to  stumble  through  this. 
The  approach  as  I  understand  it,  they  provide  dollars  for  grants 
with  not  a  great  deal  of  preliminary  work  or  data  having  been  pro- 
vided. Again,  the  implication  is  that  there  is  greater  risk  in  that 
decision,  but  also  there  is  the  potential  for  a  greater  reward. 

I  do  not  know  exactly  what  the  terminology  is  to  describe  those 
choices.  But  some  would  be  critical  of  the  NIH  in  saying  that  they 
are  not  taking  enough  risk  in  that  grant  decision  process.  And  I 
would  be  interested  in  your  comments  on  that. 

Dr.  Varmus.  Well,  of  course,  we  have  received  this  criticism  on 
many  occasions.  I  think  it  is  important  to  bear  in  mind  that  not 
all  of  our  grant  mechanisms  are  the  traditional  RO-l's.  We  do  have 
FIRST  awards  (R-29's)  for  new  investigators,  requiring  much  less 
preliminary  information.  We  have  smaller  awards  (RO-3's).  We 
have  training  awards  of  various  kinds,  including  career  develop- 
ment awards,  all  of  which  depend  much  less  on  preliminary  infor- 
mation. 

In  general,  when  someone  submits  a  grant  application  we  subject 
it,  as  you  know,  to  a  peer  review  process,  and  that  process,  con- 
ducted by  our  colleagues  throughout  the  country  who  are  recipients 
of  NIH  grants,  is  intended  to  evaluate  the  application  from  a  vari- 
ety of  points  of  view.  One  of  those  viewpoints,  of  course,  is  feasibil- 
ity, and  feasibility  is  often  enhanced  when  there  is  preliminary  in- 
formation to  suggest  that  the  proposal  is  on  the  right  track. 

But  we  also  urge  our  reviewers  to  take  into  consideration  the  po- 
tential impact  of  the  research  project  on  the  field  of  study,  the 
qualities  of  the  investigator  that  promise  rewards  even  if  there  are 
fewer  preliminary  results,  and  the  creativity  of  the  proposal. 

As  you  know,  we  are  in  tight  times — only  1  in  4  proposals  is 
funded  and,  if  you  look  at  new  investigators  in  certain  areas,  the 
number  may  be  1  in  10.  Under  those  circumstances  there  is  a  natu- 
ral tendency  to  try  to  fund  things  that  are  most  likely  to  be  produc- 
tive. We  are  encouraging  our  peer  reviewers  to  take  all  factors  into 
consideration  as  they  make  these  decisions. 

We  are  trying  to  pay  special  attention  to  the  plight  of  new  inves- 
tigators. We  recognize  the  need  to  provide  encouragement  to  new 
talent  because  that  is  where  many  of  the  most  important  discov- 
eries are  made. 
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Senator  Mack.  As  I  understand  it,  the  President's  budget  calls 
for  a  freeze  in  funding  for  NIH,  in  the  years  1997-2000.  Can  you 
give  me  a  sense  of  what  would  happen  to  the  percentage  of  grants 
awarded? 

Dr.  Varmus.  Well,  the  freeze  is  not  for  1997,  Senator,  because  we 
already  have  a  proposal  for  1997. 

Senator  Mack.  True,  OK.  199&-97,  and  then  later  on  you  stay 
at  that  in  1997-98. 

Dr.  Varmus.  That  is  correct.  Taking  into  consideration  the  effects 
of  inflation,  we  will  have  reduced  spending  power,  and  that  means 
that  either  we  have  to  reduce  the  size  of  the  awards,  which  places 
restrictions  on  our  ability  to  allow  our  investigators  to  do  research 
in  the  way  that  would  best  accommodate  the  research  proposal,  or 
we  are  going  to  have  fewer  numbers  of  grants  awarded. 

Senator  Mack.  Let  me  ask  you  this.  How  are  you  planning  for 
that?  I  mean,  if  the  President  has  proposed  out  through  the  year 
2000  a  freeze  at  NIH,  how  have  you  all — ^I  am  assuming  you  have 
and  maybe  that  is  maybe  the  first  question:  Have  you  planned  for 
making  those  choices  about  how  you  are  going  to 

Dr.  Varmus.  Let  me  say,  Senator,  I  think  we  can  approach  this 
in  two  ways.  In  my  experience  the  appropriation  process  is  best  ap- 
proached on  a  year-by-year  basis,  and  that  is  the  way  I  have  usu- 
ally approached  it. 

But  we  do  look  at  the  forecast  for  out-years.  We  have  had,  both 
from  the  Congress  and  from  the  President,  different  forecasts  for 
those  years.  I  think  the  place  that  it  has  its  greatest  impact  is 
when  we  think  about  the  effects  of  having  a  very  rapid  increase  in 
the  number  of  new  grantees.  That  increases  our  commitment  base 
and  represents  a  dangerous  step  if  we  think  that  budgets  are  likely 
to  be  constrained  in  the  out-years. 

So  for  example,  we  would  give  consideration,  in  the  light  of  a 
very  appreciable  increase  in  the  current  year,  to  mechanisms  of 
grant  funding,  including  multiyear  funding,  that  would  reduce  the 
impact  on  our  commitment  base. 

FUNDING  FREEZE — EFFECTS  ON  GRANTS 

Senator  Mack.  I  guess  there  are  really  two  separate  questions 
here.  One  is  I  am  trying  to  determine,  have  you  anticipated  what 
the  percentage  would  be  of  grants  that  would  be  approved  by  the 
year  2000  if  we  were  in  fact  to  remain  at  a  freeze? 

Dr.  Varmus.  Yes;  we  can  make  that  calculation.  If  we  were  to  re- 
main at  the  current  level  for  the  next  several  years,  we  would  see 
an  erosion  of  perhaps  10  to  15  percent  of  our  spending  power.  I 
cannot  give  you  a  precise  calculation  off  the  top  of  my  head.  We 
did  this  last  year.  I  have  not  done  it  again  this  year. 

Senator  Mack.  Will  you  provide  us  with  that? 

Dr.  Varmus.  We  can  try  to  do  that  for  you.  Now,  of  course  there 
are  a  number  of  other  factors  that  need  to  be  taken  into  consider- 
ation, but  we  can  make  some  assumptions  and  give  you  some  pre- 
dictions. 

[The  information  follows:! 
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Impact  of  Level  Funding 

You  asked  for  the  percentage  of  grants  that  NIH  would  fund  in  the  year  2000  if 
NIH's  funding  level  were  to  be  frozen.  In  general,  support  for  investigator-initiated 
research  through  research  project  grants  (RPG's)  will  continue  to  be  NIH's  highest 
priority  in  these  outyears.  Keeping  in  mind  that  decisions  on  specific  funding  levels 
are  made  on  an  annual  basis  by  both  the  President  and  the  Congress,  NIH  esti- 
mates that  the  success  rate  in  fiscal  year  2000  for  competing  RPGs  would  be  ap- 
proximately 22  percent  were  NIH's  funding  level  to  be  held  constant  at  the  fiscal 
year  1997  request  level.  This  rate  would  vary  depending  on  the  internal  decisions 
and  trade-offs  NIH  made  to  achieve  this  funding  level. 

PLANNINGT  for  FUNDING  FREEZE 

Senator  Mack.  The  other  thing  that — and  this  is  strictly  now  a 
budget  issue  that  I  am  pursuing,  and  I  must  say  to  you  I  am  inter- 
ested in  pursuing  this  because  of  some  questions  that  have  been 
raised  at  some  of  the  other  hearings,  because — and  maybe  you  have 
seen  the  articles.  I  think  Senator  Bond  raised  some  questions 
about,  in  essence,  whether  agencies,  Departments  of  the  Federal 
Government,  are  in  essence  pursuing  the  President's  budget.  I 
mean,  if  the  President  of  the  United  States,  who  you  come  here 
and  say  that  you  support  the  President's  budget,  I  understand  the 
situation  that  you  are  in. 

But  the  implication  from  others  has  been  that,  we  have  in  es- 
sence been  told  not  to  worry  about  those  out-year  numbers,  that  in 
essence  we  are  not  going  to  be  following  those.  And  am  wondering, 
without  your  being  able  to  tell  me  what  you  are  going  to  be  doing 
in  the  years  1998-2000,  it  sounds  to  me  that  it  could  be  the  same 
thing. 

Dr.  Varmus.  Well,  I  view  those  numbers  as  estimates  in  a  budget 
projection  in  which  the  President  has  designated  the  NIH  as  one 
of  its  protected  agencies. 

Senator  Mack.  But  again,  it  is  a  freeze  until  the  year  2000,  and 
it  seems  to  me — let  me  back  up  for  a  second.  In  my  working  with 
the  General  Accounting  Office,  the  Congress,  rightfully  or  wrong- 
fully, determined  that  the  General  Accounting  Office  was  going  to 
be  reduced  in  its  size  and  its  scope  by  25  percent.  Now,  the  folks 
at  the  General  Accounting  Office  came  to  me  and  said  that  to  do 
that  in  1  year  would  be  a  disaster,  but  we  could  do  it  in  2.  So  we 
worked  together  in  working  through  that  process. 

Again,  what  it  sounds  to  me,  there  is  not  any  of  that  kind  of  dia- 
log that  is  going  on  at  all  with  respect  to  NIH  and  either  the  ad- 
ministration or  the  Congress.  I  mean,  if  the  administration  is  to  be 
taken  seriously  about  their  budget  proposals,  then  it  seems  to  me 
that  the  agencies  and  Departments  that  are  affected  by  those  budg- 
ets should  in  fact  be  making  some  decisions  now  about  how  they 
are  going  to  cope  with  a  frozen  budget  to  the  year  2002. 

Dr.  Varmus.  Well,  Senator,  you  put  me  in  a  sHghtly  difficult  po- 
sition here.  But  I  think  it  is  fair  to  say  that  we  can  do  some  plan- 
ning in  the  context  of  a  budget  freeze.  This  was  an  obligation  we 
took  on  ourselves  last  year  when  the  Budget  Committee's  rec- 
ommendations were  for  a  freeze  as  well.  When  we  do  that  kind  of 
planning,  what  we  do  see  is  a  decreased  ability  to  fund  what  we 
view  as  important  research. 

Senator  Mack.  I  am  going  to  be  less  than  subtle. 

Dr.  Varmus.  Good. 
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Senator  MACK.  The  reality  is  that  what  has  happened  is  that  the 
administration  has  very  conveniently  come  up  with  certain  num- 
bers in  the  out  years,  that  they  are  not  prepared  to  tell  the  people 
in  the  country  what  the  effect  of  those  decisions  would  be,  whereas 
the  Congress  has  put  several  plans  on  the  table  with  respect  to 
how  we  are  going  to  deal  with  the  budget  issue  and  been  fairly  spe- 
cific with  people  about  how  we  are  going  to  do  it. 

This  administration  again  I  think  is  foohng  the  American  people, 
because  nobody  is  telling  them  what  a  freeze  at  NIH  means.  I 
think  it  is  pretty  obvious  that  on  the  floor  of  the  U.S.  Senate  last 
year,  that  we  were  not  prepared  to  accept  that,  that  we  feel  that 
the  commitment  to  research  is  an  important  commitment  in  this 
country. 

So  I  guess  what  I  am  saying  is  that  the  administration  wants  it 
both  ways,  and  I  think  that  frankly  they  are  doing  a  disservice  to 
the  country. 

Anyway,  I  will  let  you  off  the  hook. 

Dr.  Varmus.  Senator,  I  just  would  continue  one  point,  and  that 
is  to  say  that  the  debate  that  we  very  much  welcomed  on  the  Sen- 
ate floor  about  the  budget  proposal  was  one  that  restored  the  NIH 
level,  but  did  not  raise  it  in  the  out  years.  That  is  worth  bearing 
in  mind. 

ORGANIZATION  OF  NIH 

Senator  MACK.  Well,  again,  the  administration  very  conveniently 
is  saying,  we  are  going  to  make  cuts,  or  we  are  going  to  freeze  in 
particular  areas.  No.  1,  knowing  that  Congress  is  not  going  to  do 
it;  No.  2,  not  explaining  to  people  what  the  effect  would  be;  and 
then,  No-  3,  claiming  that  they  have  come  up  with  a  plan  that  bal- 
ances the  budget.  And  that  is  just  phony  numbers,  phony  rhetoric, 
and  phony  budgets. 

Now,  having  said  that,  I  think  I  will  allow  this  discussion  to 
move  to  another  area. 

Hold  on  just  1  minute. 

[Pause.] 

Senator  Mack.  There  is  just  one  kind  of  a  general  last  question, 
and  I  think  you  will  all  enjoy  this  more  than  the  last.  And  I  think, 
Dr.  Klausner,  you  and  I  have  had  the  opportunity  to  begin  the  dis- 
cussion in  this  area,  and  I  will  use  the  cancer  issue  again  as  a 
point  of  discussion,  but  I  think  it  could  very  well  affect  all  the  dif- 
ferent areas  that  you  all  spend  your  time  involved  in. 

Some  25  years  ago  the  Congress  passed  and  the  President  signed 
the  National  Cancer  Act,  It  was  created  in  the  mentality  of  25 
years  ago.  It  was  created  in  the  mentality  or  in  the  environment 
of  the  technology  that  was  available  to  us  at  that  time,  the  re- 
search techniques  that  were  available,  and  so  forth. 

Here  we  are  25  years  later  and  we  are  talking  about  things  that 
go  beyond  the  modalities  of  surgery,  chemotherapy,  and  radiation; 
to  discussions  of  immunotherapy,  gene  therapy,  and  probably  sev- 
eral others  I  do  not  even  know  about  these  days.  But  what  it  really 
does  for  me  is  it  really  asks  this  question,  or  at  least  it  poses  in 
my  mind,  that  is:  Should  we  be  stopping  and  kind  of  asking  our- 
selves the  question,  are  we  still  pursuing  the  Cancer  Act,  and  I  am 
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going  to  say,  all  the  different  areas  of  research,  in  the  sense  of  the 
mentality  of  the  past? 

Some  of  the  questions  that  were  raised  here  earlier  about  infor- 
mation sharing,  and  I  was  struck  by  how  each  of  you  when  you 
talked,  how  in  fact  it  affected  the  other  areas  ofresearch.  Is  there 
a  need  to  rethink?  And  again,  I  would  hope  that  people  would  not 
take  this  in  any  kind  of  critical  sense.  It  is  more  in  a  recognition 
of  how  the  world  has  changed. 

I  guess  maybe  I  am  encouraged  to  pursue  this  thought  because 
I  remember — this  is  probably  10,  12  years  ago — watching  a  show 
on  television  about  the  invention  of  the  light  bulb  and  all  of  the 
previous  inventions  that  had  to  have  taken  place  before  Edison 
could  say  "voila"  after  failing  some  10,000  times  in  trying  to  iden- 
tify the  proper  filament. 

But  again,  we  have  had  all  of  these — we  have  had  many,  many, 
many  breakthroughs  in  the  25  years,  that  has  totally  changed  the 
environment  in  which  we  find  ourselves.  Is  it  time  to  sit  down  and 
rethink  where  we  are  and  see  if  we  should  not  be  reorganizing  our- 
selves? Again,  a  very  broad  question  and  I  would  hope  you  all 
would  have  fun  with  it.  And  anybody  who  wants  to  get  in  can  hop 
in. 

Dr.  Varmus.  I  think  we  are  doing  some  of  that  reorganization 
without  changing  the  structures  of  Institutes.  That  is,  within  the 
Cancer  Institute,  to  give  you  one  example,  there  have  clearly  been 
fundamental  changes  in  the  kinds  of  research  that  are  being  sup- 
ported, in  the  way  we  think  about  cancer.  I  think  that  is  probably 
true  for  most  of  the  Institutes. 

That  does  not  mean  that  the  diseases  or  organs  or  scientific 
methods  around  which  the  Institutes  are  based  have  disappeared. 
They  still  are  there,  and,  therefore,  I  think  it  is  incumbent  on  each 
Institute  director  to  be  continually  reviewing  that  Institute's  re- 
search portfolio,  bringing  in  people  from  the  outside,  as  well  as  con- 
sulting with  the  Institute  staff,  to  determine  whether  or  not  con- 
temporary challenges  are  being  met. 

I  think  your  concern  about  whether  we  are  adapting  quickly  to 
changes  in  the  scientific  environment  is  very  well  taken,  but  I  do 
not  think  that  it  is  a  redesign  of  the  institute  and  center  structure 
that  really  is  at  issue.  It  is  a  matter  within  each  of  those  domains, 
which  are  still  perfectly  appropriate. 

Senator  Mack.  Again,  let  me  just  challenge  you  on  that,  to  use 
an  overused  paradigm,  paradigm,  seemingly  like  a  paradigm  shift. 
There  are  many  people — mental  health,  right.  Dr.  Hyman?  There 
are  many  people  today  who  would  challenge  us  to  sa3dng  that  a  lot 
of  the  problems  that  we  deal  with  in  the  body  has  to  do  with  the 
way  we  think,  what  we  might  believe. 

So  I  guess  what  I  am  saying  is  a  sense — the  reason  I  am  chal- 
lenging you,  it  sounds  like  you  are  being  defensive  about  a  system 
that  is  set  up,  instead  of  kind  of  sajdng:  Gee,  suppose  we  were 
starting  all  over  again  today,  suppose  we  were  just  creating  the 
National  Institutes  of  Health  today  with  what  we  know  today.  Cer- 
tainly it  is  different  in  the  field  of  mental  health  from  the  last  25 
years. 

Dr.  Hyman.  Well,  I  would  have  to  say — and  maybe  Dr.  Varmus 
cannot  out  of  modesty,  take  credit  for  this  himself —but  in  many 
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ways  the  NIH  is  being  recreated  in  some  ways.  As  part  of  this 
mental  health  has  had  a  remarkable  shift  in  paradigm.  Some  25 
years  ago  major  psychiatric  disorders  were  thought  to  be  the  result 
of — I  do  not  want  to  caricature  too  much — subtle  interactions  be- 
,tween  mother  and  child.  Now  we  know  that  these  are  serious  brain 
diseases  that  are  the  result  of  complex  gene-environment  inter- 
actions, and  the  environment  is  not  only  the  psychological  environ- 
ment as  we  understand  it,  but  could  involve  things  like  brain  in- 
jury, infections,  all  kinds  of  complicated  factors  interacting  with 
genes. 

Indeed,  the  fact  that  I  am  the  Director  of  the  National  Institute 
of  Mental  Health  is  remarkable  because  I  am  a  molecular 
neurobiologist.  Even  though  I  am  a  fully  trained  psychiatrist,  and 
I  do  not  think  I  would  have  been  recognized  as  an  appropriate  Di- 
rector even  10  years  ago. 

I  think  what  is  important  in  terms  of  the  existing,  whether  we 
have  the  right  mix  of  Institutes,  is  that  each  Institute  still  inter- 
faces with  people  with  a  certain  disease.  And  I  think  each  set  of 
diseases  and  problems  has  unique  concerns.  So  despite  our  ad- 
vances, for  example,  the  patients  and  the  families  of  patients  with 
mental  disorder  still  face  certain  issues  of  stigma,  having  a  disease 
where  you  cannot  see  obvious  physical  marks,  and  they  must  deal 
with  having  in  what  is  in  some  ways  a  parallel  and  I  believe  not 
fair  health  care  delivery  system.  Our  Institute  is  good  and  should 
be  at  interfacing  with  those  patient  issues. 

In  terms  of  what  is  going  on  underneath,  what  we  have  discov- 
ered— and  I  think  this  came  very  nicely  up  in  the  discussion  of  can- 
cer, where  people  working  on  drosophila  and  people  working  on 
skin  cancer  found  that  closely  related  molecules  were  critical  in 
both  considerations — is  that  molecules  that  are  involved  in  normal 
and  abnormal  brain  function  are  the  very  same  molecules  that  are 
involved  in  the  pathogenesis  of  neurologic  disorders  that  might  in- 
volve, for  example,  movement. 

Indeed,  dopamine,  the  very  chemical  that  Dr.  Hall  was  talking 
about  in  Parkinson's  disease,  also  happens  to  be  a  key  chemical  in- 
volved in  treatment  and  probably  in  the  symptom  formation  in  psy- 
chotic disorders  such  as  schizophrenia,  and  indeed  plays  a  key  role 
in  drug  addiction. 

Increasingly  at  NIH  we  have  an  ability  to  share  basic  informa- 
tion about  key  kinds  of  molecules,  about  key  facts  in  cell  biology, 
information  about  how  cells  talk  to  each  other.  And  then  in  each 
Institute,  I  think  it  is  an  Institute-specific  job  or  the  mission-spe- 
cific job  to  take  that  information  and  put  it  in  the  service  of  under- 
standing a  particular  set  of  patient  issues  and  illnesses. 

And  I  think  that  Dr.  Varmus  deserves  a  great  deal  of  credit  for 
breaking  down  unnecessary  boundaries  among  the  Institutes,  al- 
lowing and  indeed  encouraging  the  appropriate  kind  of  exchange  of 
information,  making  sure  that  we  can  in  mental  health,  for  exam- 
ple, recruit  scientists  to  our  mission  who  might  call  themselves  ge- 
neticists, molecular  biologists,  or  cell  biologists,  but  making  sure 
that  that  information  gets  translated  in  appropriate  ways  to  have 
an  impact  on  the  diseases  about  which  our  Institute  has  specific  ex- 
pertise. 
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So  I  think  that  the  kind  of  reinvention  you  are  talking  about  is 
actually  going  on,  and  I  look  forward  to  increased  sharing  where 
sharing  makes  sense.  But  we  also  must  provide  our  own  special 
focus  on  translating  this  information  rapidly  and  effectively  into 
arenas  that  are  going  to  help  patients. 

Dr.  Varmus.  Senator  Mack,  just  to  try  to  disabuse  you  of  the 
idea  that  I  am  trying  to  be  overly  defensive,  I  did  not  invent  the 
system,  so  I  do  not  need  to  defend  it. 

Senator  Mack.  I  hope  nobody  misunderstood.  I  really  was  just 
wanting  to  engage  you  in  a  discussion. 

Dr.  Varmus.  That  is  fine,  and  I  welcome  it. 

Dr.  Hyman.  It  worked. 

Dr.  Varmus.  But  if,  for  example,  we  wanted  to  consider  having 
an  Institute  of  Cell  Biology,  an  Institute  of  Genetics,  an  Institute 
of  Computer-Based  Science  and  Genetics,  I  think  that  would  prob- 
ably be  a  mistake  from  a  variety  of  points  of  view.  For  one  thing, 
what  is  tremendously  fertile  about  the  NIH  at  the  moment  is  that 
we  have  all  these  Institutes  and  all  the  Institute  Directors  working 
on  many  different  diseases  that  still  exist  out  there  for  which  there 
is  tremendous  public  interest,  using  all  these  technologies. 

The  challenge  that  I  see  for  myself  and  for  my  colleagues  here 
is  to  be  sure  that  the  very  powerful  new  technologies  that  are  al- 
lowing us  to  understand  how  genes  govern  the  behavior  of  cells  and 
the  function  of  our  complex  organisms  is  in  fact  put  to  use  to  un- 
derstand all  of  the  many  diseases  that  plague  us. 

Dr.  Collins.  Could  I  make  a  comment  as  well?  I  think  maybe 
you  would  be  interested  in  specific  examples  where  this  kind  of  in- 
novation has  been  possible  across  Institutes,  because  I  think  you 
are  asking  a  structure-function  question,  which  biochemists  would 
immediately  resonate  with.  That  is,  do  we  have  a  structure  that 
serves  the  function  that  we  are  trying  to  accomplish  here,  which 
is  to  push  biomedical  science  forward  at  the  maximum  possible  rate 
with  the  greatest  cross-fertilization  and  innovation? 

While  I  think  there  are  alternative  structures  that  you  might  in- 
vent if  you  were  starting  from  scratch,  I  think  the  evidence  is  pret- 
ty good  that  the  current  structure  allows  function  to  move  forward 
very  well,  as  long  as  the  people  who  are  involved — and  I  think  that 
it  really  comes  down  from  Dr.  Varmus'  general  attitude  about  shar- 
ing scientific  opportunities — do  not  try  to  build  walls.  There  are  no 
major  walls  at  the  present  time  getting  in  the  way  of  that  kind  of 
cross-interaction. 

There  are  two  specific  examples  I  can  cite  now.  The  human  ge- 
nome project  when  it  was  first  set  up  chose  a  series  of  model  orga- 
nisms to  investigate  in  addition  to  the  human,  because  you  need 
that  cross-comparison  in  order  to  take  maximum  advantage  of  the 
information  that  we  learn  about  human  genome  maps  and  se- 
quence. However,  not  on  that  hst  was  the  rat,  and  many  diseases 
of  great  medical  interest  have  rat  models  and  do  not  really  have 
mouse  models.  The  mouse  was  on  the  list  of  model  organisms. 

The  National  Heart,  Lung  and  Blood  Institute,  particularly  with 
the  leadership  of  Dr.  Lenfant,  identified  this  as  an  area  that  need- 
ed attention  and  spurred  a  trans-Institute  effort  to  initiate  a  rat 
genome  project.  This  project  was  in  fact  funded  in  the  last  year  and 
is  going  forward,  to  the  benefit  of  all  of  the  Institutes  sitting 
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around  the  table.  Virtually  all  of  them  have  some  interest  in  rat 
models  for  the  disorders  that  they  are  studying.  I  think  that  initia- 
tive went  very  smoothly,  in  a  very  effective  partnership. 

A  second  example.  Many  investigators  are  interested  in  trying  to 
understand  the  inherited  basis  of  diseases — such  as,  Parkinson's 
that  was  mentioned  earlier;  you  may  have  been  reading  about 
adult  onset  diabetes  in  the  last  week  and  an  indication  that  a  gene 
for  that  has  been  located  on  chromosome  2.  Virtually  every  disease 
that  has  a  genetic  component,  which  is  virtually  every  disease,  is 
now  amenable  to  this  mapping  effort. 

Investigators  go  out  and  collect  families  where  the  disease  is  oc- 
curring, which  is  a  lot  of  work,  carefully  characterize  who  has  the 
disease  and  who  does  not,  collect  a  lot  of  other  variables  that  might 
influence  the  disease  process,  both  environmental  and  genetic. 
Then  these  investigators  are  faced  with  the  task  of  having  to  test 
the  DNA  of  perhaps  thousands  of  individuals.  Each  one  of  those 
DNA  samples  may  need  to  be  tested  for  hundreds  of  genetic  mark- 
ers. The  multiplication  of  those  numbers  becomes  a  very  daunting 
task,  which  many  investigators  simply  cannot  do  in  a  reasonable 
period  of  time. 

Recognizing  that,  the  NIH  has  initiated  a  Center  for  Inherited 
Disease  Research,  which  eight  Institutes  are  agreeing  to  partici- 
pate in,  which  will  make  that  kind  of  genotyping  capability  and  ad- 
vice about  design  of  studies  and  statistical  analysis  available  to  in- 
vestigators, both  intramural  and  extramural,  who  are  interested  in 
having  that  next  step  possible  for  them  without  having  to  spend 
years  and  very  valuable  research  dollars  to  set  up  their  own  facil- 
ity. 

That  is  expected  to  get  underway  this  fall,  and  I  think  that  is 
another  good  example  where  you  have  an  approach  which  is  appli- 
cable to  all  of  the  Institutes  and  is  an  opportunity  for  people  to 
band  together  and  do  it  in  a  much  more  cost  effective  and  rapid 
fashion.  It  is  not  only  possible,  it  has  been  enthusiastically  received 
and  endorsed. 

ADDITIONAL  COMMITTEE  QUESTIONS 

Senator  MACK.  I  thank  you  for  your  response  to  that  question. 

It  is  4  o'clock  and  I  have  another  appropriations  subcommittee 
meeting  that  I  have  to  go  to,  and  I  thank  you  very  much  for  your 
input. 

There  will  be  some  additional  questions  which  will  be  submitted 
for  your  response  in  the  record, 

[The  following  questions  were  not  asked  at  the  hearing,  but  were 
submitted  to  the  Department  for  response  subsequent  to  the  hear- 
ing:] 


ADDITIONAL  COMMITTEE  QUESTIONS 

RESEARCH  PROGRESS 

NATIONAL  CANCER  INSTITUTE 

QUESTIONS  SUBMITTED  BY  SENATOR  GORTON 

Dr.  Vaimus,  as  you  know,  I  have  frustrations  with  the  NIH  appropriations 
process.  Specifically.  I  have  been  looking  for  a  rational  determination  of  how  much 
money  should  be  placed  in  the  various  institutes  and  categories  of  biomedical 
research.  As  I  expressed  to  you  earlier  this  year  when  you  testified  before  the  Senate 
Labor  Committee  on  NIH  Reauthorization,  it  appears  that  much  of  the  determination 
is  based  upon  the  lobbying  ability  and  the  graphic  nature  of  stories  of  individual 
incidents  presented  by  witnesses  rather  than  dealing  with  the  issues  objectively. 

1  raised  with  you  the  idea  of  circulating  a  list  of  criteria  to  assist  in  funding 
decisions  (the  prevalence  rates  of  diseases  and  conditions,  the  economic  burden  of  the 
diseases  and  conditions  including  past  and  projected  expenditures  on  diagnosis  and 
U-eatment.  and  such)  to  help  towards  this  end. 

In  turn,  you  suggested  that  I  raise  this  issue  with  each  institute  director. 
Specifically,  you  recommended  two  areas  for  response: 

Question.  In  order  to  evaluate  the  results  that  have  occurred  as  a  consequence 
of  previous  investment  through  the  appropriations  process,  receive  an  account  of  each 
institutes  recent  progress  in  its  area. 

Answer.  See  attachment 

NATIONAL  CANCER  INSTITUTE 

Research  Progress 

The  National  Cancer  Institute  (NCI)  measures  progress  against  cancer  in  terms 
of  the  growth  of  knowledge  about  cancer;  and  the  reductions  in  the  cancer  burden. 

Growth  in  knowledge:  Twenty-five  years  ago  three  theories  of  cancer  (one 
based  on  viral  causes,  one  based  on  heredity,  and  a  third  based  on  chemical  causes) 
dominated  cancer  research,  but  there  was  little  direct  evidence  for  any  of  these 
theories  for  the  vast  majority  of  human  cancer.  All  of  that  has  changed  with  the 
discovery  of  two  classes  of  genes,  oncogenes  and  tumor  suppressor  genes. 

These  new  developments  in  our  understanding  of  cancer  are  extending  to  all 
forms  of  human  cancer.  At  first,  the  genetic  basis  of  cancer  was  observed  in  certain 
rare  cancers  but  now  these  insights  are  extending  to  the  most  common  cancers.  Genes 
whose  dysfunction  accounts  for  cancer  are  being  rapidly  identified.  These  genes 
ultimately  determine  the  behavior  and  the  relentless  growth  of  cancer  cells.  Some  of 
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these  genes,  the  oncogenes,  can  be  activated  inappropriately,  similar  to  an 
uncontrolled  accelerator  of  an  automobile.  Conversely,  the  tumor  suppressor  genes, 
or  anti-oncogenes,  can  lose  their  function,  like  defective  automobile  brakes.  In  short, 
the  whole  field  of  cancer  research  has  been  revolutionized  and  energized  by  this  recent 
and  continuing  genetic  revolution. 

Reducing  the  Burden:  Reducing  the  burden  of  cancer  can  be  measured  in 
terms  of  fewer  deaths,  fewer  new  cases,  increased  length  of  survival,  and  increased 
quality  of  life  of  cancer  survivors. 

For  several  cancers,  decreasing  death  rates  reflect  cumulative  research 
successes  over  the  past  25  years:  death  rates  from  children's  cancers  have  declined  by 
over  50  percent,  and  with  advances  in  chemotherapy,  hormonal  treatments,  and  in  the 
access  to  and  use  of  screening  mammography,  breast  cancer  mortality  has  finally 
begun  to  decline-down  five  percent  since  1989.  Deaths  from  colon  and  rectal  cancers 
have  dropped  steadily,  declining  10  percent  in  the  past  25  years,  and  mortality  rates 
have  also  decreased  for  Hodgkin's  disease  and  testicular  cancer,  both  due  to  dramatic 
advances  in  therapy.  Lung  cancer  rates  for  men  have  declined.  As  smoking  rates 
among  women  have  increased,  however,  their  lung  cancer  mortality  rates  have  risen 
alarmingly.  For  other  cancers,  including  non-Hodgkin's  lymphomas,  melanoma, 
brain,  kidney,  pancreas,  and  prostate  cancers,  mortality  rates  have  not  fallen  or  are 
increasing.  Important  improvements  in  the  quality  of  life  for  cancer  survivors  through 
less  disfiguring  and  less  damaging  surgical  procedures,  better  pain  control,  and  more 
effective  medication  for  the  side  effects  of  cancer  therapy  have  been  achieved. 

Some  important  research  areas  in  which  great  progress  has  been  made  include: 


Cancer  Genetics:  Recent  advances  in  the  understanding  of  human  genetics 
have  provided  an  important  new  opportunity  to  identify  cancer  genes.  This  approach 
unlocks  vast  potential  to  expand  our  knowledge  of  the  origins  of  cancer,  to  develop 
new  ways  to  detect  a  tumor  in  an  early  stage,  and  to  identify  new  targets  for  cancer 
therapies.  Recent  advances  in  cancer  genetics  include  the  following: 

•  identification  of  two  genes,  BRCA 1  and  BRCA2,  that  cause  an  estimated 
10,000  to  20,000  cases  of  familial  breast  cancer  in  American  women  each 
year. 

•  key  discoveries  of  the  normal  role  of  the  Von  Hippel-Lindau  (VHL)  gene 
which  plays  a  critical  role  in  kidney  cancer  and  in  a  hereditary  syndrome  that 
includes  kidney,  brain,  and  other  tumors.  The  findings  open  new  approaches  to 
the  study  of  cell  growth  regulation. 

•  isolation  of  the  gene  for  nevoid  basal  cell  carcinoma  syndrome,  which  is 
important  in  the  development  of  the  most  common  form  of  cancer,  basal  cell 
carcinoma  of  the  skin. 
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•  discovery  of  the  MSH-2  and  MLH-1  genes,  which  account  for  15,000  to 
20,000  U.S.  cases  of  colon  cancer  each  year  and  may  explain  90  percent  of 
hereditary  colon  cancer. 

Detection  Technologies:  Recent  advances  in  the  early  detection  of  cancer  include: 

•  the  ability  to  use  molecular,  genetic,  and  protein  assay  methods  of  high 
sensitivity  to  catalogue  proteins  secreted  by  a  given  tumor  cell  type,  but  not  by 
their  normal  cell  counterparts; 

•  the  development  of  gene  probing  systems  for  detecting  minuscule  amounts  of 
tumor  cells  by  virtue  of  the  altered  cancer  genes  they  contain;  and 

•  dramatic  strides  in  improving  diagnostic  imaging  technologies  for  the 
detection  in  many  anatomic  locations  of  cancers  far  too  small  to  be  detected  by 
physical  examination.  Such  improvements,  for  example,  help  explain  why  x- 
ray  mammography  can  save  the  lives  of  many  women  diagnosed  with  early 
breast  cancer. 

Developmental  Diagnostics:  Tumors,  like  people,  do  not  all  act  alike.  Some 
develop  and  spread  rapidly;  while  others  grow  slowly  and  rarely,  if  ever,  metastasize. 
Scientists  now  have  begun  to  identify  the  various  genes  and  proteins  that  drive  tumor 
development  and  behavior.  This  research  promises  to  usher  in  a  new  era  in  cancer 
diagnostics  in  which  new  diagnostic  tests  are  able  to  develop  a  snapshot  of  the 
molecular  properties  of  each  individual  tumor. 

NATIONAL  HEART  LUNG  BLOOD  INSTITUTE 

Research  Progress 

Heart  failure.  Since  its  establishment  in  1948,  the  NHLBI  has  led  a  research 
effort  that  has  produced  dramatic  declines  in  heart  disease  mortality.  However,  one 
consequence  of  our  success  in  saving  many  heart  disease  patients  from  premature 
death  is  a  sharp  upturn  in  the  prevalence  of  heart  failure,  which  now  affects  about  4.7 
million  Americans  and  causes  about  45,000  deaths  annually.  Because  it  is  a  major 
cause  of  hospitalization,  its  economic  burden  is  substantial.  Fortunately,  a 
comprehensive  research  program  is  providing  understanding  that  will  result  in  better 
preventive  or  treatment  strategies.  For  example,  studies  have  identified  effective 
treatments  for  heart  failure,  such  as  use  of  ACE  (angiotensin-converting  enzyme) 
inhibitors  and  heart  transplantation.  Patients  with  end-stage  heart  disease  awaiting  a 
donor  heart  may  be  kept  alive  by  use  of  a  ventricular  assist  device  that  was  developed 
through  NHLBI -supported  research.  The  efficacy  of  an  implantable  automatic 
defibrillator  (a  device  that  corrects  the  abnormal  rhythm  that  causes  sudden  death)  is 
currently  under  investigation.  Recent  developments  in  cellular  and  molecular 
techniques  offer  exciting  promise  for  new  strategies  to  restore  heart  function. 
Moreover,  the  possibility  of  using  nonhuman  hearts  for  transplantation  is  coming 
closer  to  reality. 
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Asthma.  Asthma  is  a  worldwide  health  problem  whose  prevalence  and 
severity  appear  to  be  growing.  In  the  United  States,  an  estimated  13  million  people 
have  the  disease,  many  of  them  children.  Asthma  creates  burdens  for  individuals  and 
the  health-care  system  because  it  is  chronic  and  leads  to  school  absences,  lost  job 
productivity,  and  other  activity  limitations,  as  well  as  visits  to  physicians,  emergency 
room  utilization,  and  hospitalizations.  Recent  years  have  witnessed  tremendous 
advances  in  asthma  treatment  based  on  a  new  understanding  that  chronic  and 
persistent  inflammation  of  bronchial  tissue  is  the  driving  force  for  this  disease. 
Research  has  made  it  clear  that  continuous  attention  to  this  inflammatory  process, 
rather  than  episodic  response  to  acute  attacks,  is  essential  to  break  the  vicious  circle 
that  leads  to  airway  obstruction,  and  effective  drugs  are  available  for  this  purpose. 
Model  self-management  approaches  have  demonstrated  the  value  of  patient  education 
and  involvement  in  achieving  optimal  control.    A  recent  breakthrough  is  the 
discovery  of  the  location  of  major  genes  that  control  the  allergy  and  hyperreactivity  of 
the  airways,  two  important  risk  factors  for  asthma.    These  findings  represent  the  first 
important  step  in  unraveling  the  genetic  basis  of  asthma  and  developing  effective 
prevention  strategies. 

Sickle  cell  disease.  Sickle  cell  disease,  the  most  common  serious  inherited 
blood  disorder  in  the  United  States,  affects  more  than  50,000  American  blacks. 
Health-care  costs  for  patients  with  sickle  cell  disease  can  be  extremely  high,  quality  of 
life  is  impaired,  and  loss  of  time  from  school  or  employment  is  common.  Although 
NIH  research  on  sickle  cell  disease  began  less  than  25  years  ago,  progress  has  been 
rapid,  as  evidenced  by  the  fact  that  patients,  who  used  to  die  in  their  20s,  are  living 
into  their  50s  today.  Sickle  cell  disease  was  the  first  human  malady  to  be  described  at 
the  level  of  DNA  and  RNA,  and  breakthroughs  that  rapidly  followed  made  possible 
safe  and  accurate  prenatal  diagnosis.  Subsequent  basic  research  on  the  genetics  of 
fetal  hemoglobin  production  culminated  in  the  recent  finding  that  administration  of 
hydroxyurea,  a  common  chemotherapeutic  agent,  not  only  reduces  the  frequency  of 
painful  crises  and  their  attendant  hospitalizations,  but  also  reduces  episodes  of  acute 
chest  syndrome,  a  pneumonia-like  complication,  and  the  need  for  blood  transfusions. 
On  the  horizon  are  gene  therapy  approaches  that  may  ultimately  provide  a  cure  for 
sickle  cell  disease. 

NATIONAL  INSTITUTE  ON  DENTAL  RESEARCH 

Research  Progress 

Bone  and  Connective  Tissue  Repair.  National  Institute  on  Dental  Research 
(NIDR)  researchers  have  been  in  the  forefront  of  discoveries  of  the  body's  own 
proteins  that  stimulate  the  growth  of  new  bone  and  cartilage.  They  have  cloned  and 
sequenced  the  genes  coding  for  these  "bone  morphogenetic  proteins"  and  "cartilage- 
derived  morphogenetic  proteins"  and  are  exploring  clinical  applications  using  the 
proteins  to  promote  healing  of  bone  fractures,  build  new  jawbone  in  the  mouths  of 
individuals  who  have  lost  all  their  teeth,  and  regenerate  joint  cartilage  lost  because  of 
disease  or  trauma.  The  use  of  such  naturally  occurring  molecules  and  the 
development  of  cell  lines  that  have  the  potential  to  form  into  bone-  cartilage-  or  tooth- 
developing  cells  form  part  of  the  rapidly  growing  field  of  tissue  engineering  or 
"biomimetics."  The  goal  is  to  repair  and  regenerate  body  tissues  "nature's  way"  and 
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thus  avoid  problems  such  as  immune  reactions  or  excessive  wear  associated  with  the 
use  of  plastic,  metal  or  other  prosthetic  materials.  Given  the  aging  of  the  population 
and  increases  in  the  numbers  of  Americans  with  degenerative  bone  and  joint  disease, 
the  need  for  tissue  replacements  can  be  expected  to  grow.  The  challenge  to  develop 
biomimetic  approaches  to  restore  form  and  function  to  all  those  need  is  one  which 
merits  very  high  priority.  Realistically,  we  may  look  forward  one  day  to  filling 
cavities  in  teeth,  not  with  silver  or  plastic,  but  with  the  basic  ingredients  to  grow  new 
tooth  enamel. 

Craniofacial  Birth  Defects.  Three-fourths  of  all  malformations  seen  at  birth 
affect  the  head  or  the  face  or  the  neck,  resulting  in  heart-breaking  disfigurements  and 
costly  repairs  and  rehabilitation  in  the  course  of  growth  and  development.  NIDR- 
supportcd  developmental  biologists  have  expanded  research  to  find  the  genes  and 
environmental  factors  responsible  for  many  of  these  conditions.  Recent  progress 
includes  the  discovery  of  the  gene  associated  with  a  form  of  craniosynostosis  in  which 
the  skull  bones  fuse  prematurely,  putting  pressure  on  the  brain  and  distorting  the 
shape  of  the  face  and  the  gene  for  Waardenburg  syndrome,  which  affects  eye  position 
and  pigmentation  so  that  the  eyes  are  differently  colored  and  the  hair  may  also  be 
variously  colored.  They  have  also  discovered  candidate  genes  for  some  forms  of  cleft 
lip  and  cleft  palate -the  most  common  of  all  craniofacial  birth  defects-and  for  a 
condition  of  congenitally  missing  teeth.  As  part  of  their  contribution  to  the  human 
genome  project,  NIDR  scientists  have  now  sequenced  over  1 ,000  genes  involved  in 
craniofacial  development— 2/3  of  which  appear  to  be  novel  (i.e.,  previously  unknown). 
Next  steps  will  include  interventions  to  prevent  craniofacial  defects,  improve 
diagnostics,  and  ultimately  devise  means  of  replacing  or  repairing  genetic  defects 
before  birth. 

Oral  Cancers.  Cancers  of  the  oral  cavity  kill  9,000  Americans  a  year-more 
than  cervical  cancer,  malignant  melanoma  or  Hodgkin's  disease.  NIDR  is  escalating 
the  war  of  oral  cancer  by  expanding  research  on  the  genetics  of  cancer:  What  causes 
mutations  in  certain  key  genes  of  a  cell  that  lead  to  unchecked  cellular  proliferation 
and  allow  the  cell  to  invade  the  bloodstream  to  reach  other  organs?    If  the  mutated 
gene  is  present  at  birth,  the  individual  may  be  predisposed  to  develop  a  particular  form 
of  cancer.  Over  a  lifetime,  normal  tumor  suppressor  genes  may  suffer  successive 
"hits"  that  cause  mutations  and  start  the  malignant  transformation  process.    NIDR,  in 
collaboration  with  the  National  Cancer  Institute,  intends  to  fund  several  new  oral 
cancer  research  centers  where  teams  of  researchers  can  explore  the  genetic  leads  and 
work  toward  "smart"  therapies-treatments  which  aim  at  correcting  the  genetic  defect 
or  inserting  a  "suicide"  gene  that  will  cause  local  tumor  cells  to  self-destruct — rather 
than  resort  to  current  therapies  which  often  result  in  disfiguring  surgery  and  painful 
complications. 

NATIONAL  INSTITUTE  OF  DIABETES  AND  DIGESTIVE  AND  KIDNEY 
DISEASES 

Research  Progress 

Diabetes:  Discovery  that  intensive  management  of  diabetes  (i.e.,  very  good 
control  of  blood  glucose  levels)  significantly  delays  the  onset,  and  slows  the 
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progression,  of  complications  arising  from  diabetes  --  eye,  kidney,  and  nerve  disease. 
Discovery  from  animal  and  preliminary  human  studies  that  low-dose  insulin  therapy 
may  prevent  or  delay  the  onset  of  the  clinical  manifestations  of  insulin-dependent 
diabetes.  Discovery  of  molecular  mechanism  underlying  the  action  of  oral  drugs  used 
to  treat  non-insulin-dependent  diabetes,  which  may  lead  to  development  of  more 
effective  therapeutic  agents. 

►  Genetics  of  Diabetes:  Discovery  of  genetic  markers  that  are  associated  with 
diabetes,  leading  the  way  to  identification  of  diabetes  genes  and  the  functions 
they  control. 

►  Diabetes  and  Kidney  Disease:  Discovery  that  a  drug  used  for  blood  pressure 
control  slows  the  progression  of  kidney  disease  in  diabetic  patients. 

»>  Obesity:  Discovery  of  a  gene  {ob)  that  causes  obesity  in  mice,  and  an 

analogous  gene  in  humans.  Discovery  of  the  protein,  leptin,  produced  by  the 
ob  gene.  Leptin  is  involved  in  appetite  and  energy  expenditure  in  humans. 
Discovery  that  leptin  levels  are  often  abnormal  in  obese  individuals. 
Identification  of  other  rodent  genes  associated  with  obesity. 

»•  Obesity  and  Diabetes:  Discovery  of  a  gene  that  may  be  responsible  for 

diabetes  that  results  from  obesity.  Obesity  is  a  major  risk  factor  for  diabetes. 
Discovery  of  a  second  rodent  gene  mutation  (db)  that  leads  to  both  obesity 
and  diabetes.  This  gene  codes  for  the  leptin  receptor.  Humans  also  have  this 
leptin  receptor  gene.  Thus,  obesity  may  be  related  directly  to  leptin 
functioning  improperly,  or  indirectly  to  a  malfunctioning  of  the  system  that 
responds  to  leptin.  Discovery  by  NIDDK  intramural  scientists  of  a  variant  of 
the  human  ob  gene  that  may  be  useful  in  studying  obesity-related  diabetes. 

►  Osteoporosis  and  Related  Bone  Disorders:  Discovery  of  hormonal  factors 
regulating  normal  and  abnormal  bone  development  and  remodeling.  These 
findings  have  important  implications  for  the  prevention  and  treatment  of 
osteoporosis  and  related  bone  disorders. 

*■  Cystic  Fibrosis  (CF):  Discovery  that  ibuprofen  significantly  slows  the  rate  of 

loss  of  lung  function  in  CF.  Development  of  devices  for  sputum  removal  from 
the  lung.  Pioneering  discoveries  in  basic  CF  research,  starting  with 
identification  of  the  CF  gene  in  1989. 

►  Gallstones:  Discovery  that  ursodeoxycholic  acid  prevents  gallstone  formation 
in  patients  experiencing  rapid  weight  reduction. 

*■  Inflammatory  Bowel  Disease  (IBD):  Development  of  animal  models  for  IBD, 

which  will  provide  an  opportunity  to  test  a  variety  of  therapeutic  approaches  to 
treating  this  disease. 
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Kidney  Disease:  Discovery  of  the  gene  responsible  for  a  major  form  of 
polycystic  kidney  disease  (PKD),  the  first  time  a  kidney  disease  leading  to 
end-stage  renal  disease  has  been  genetically  identified.  Identification  of  the 
PKD  gene  product,  the  protein  polycystin. 

Cancer:   Discovery  that  persons  infected  with  Helicobacter  Pylori  strains  of 
the  CagA  type  have  increased  risk  of  developing  cancer  or  duodenal  ulcer. 
Persons  who  acquire  //.  Pylori  infection  very  early  in  life  are  at  increased  risk 
for  developing  stomach  cancer.  It  is  estimated  that  up  to  60  percent  of  all 
gastric  cancers  could  be  prevented  by  control  of  this  bacterium.  Development 
of  animal  models  to  study  the  role  of  hormones  in  the  development  of  breast 


►  HIV/AIDS:  Discovery  that  testosterone  administration  builds  muscle  mass  in 

men,  which  may  have  important  implications  for  preventing  and  treating  the 
muscle  wasting  that  occurs  in  AIDS  patients. 

NATIONAL  INSTITUTE  OF  NEUROLOGICAL  DISORDERS  AND  STROKE 

Research  Progress 

We  are  on  the  verge  of  a  new  era  in  neurology  and  neurosurgery  in  which 
treatment  of  brain  disorders  will  become  the  rule  rather  than  the  exception.  For 
example,  in  just  the  last  few  years  major  new  treatments  for  multiple  sclerosis,  spinal 
cord  injury,  and  the  most  common  type  of  stroke,  and  the  first  useful  treatment  for 
amyotrophic  lateral  sclerosis,  have  become  available.  The  following  examples  of 
progress  are  just  the  leading  edge  of  what  may  soon  be  possible  across  the  spectrum  of 
neurological  disorders. 

Stroke:  Over  three  million  Americans  are  survivors  of  stroke— the  third 
leading  cause  of  death  in  the  U.S.-many  living  with  long  term  disabilities.  About  ten 
years  ago,  the  NINDS  vigorously  launched  a  new  effort  in  clinical  trials.  To  date, 
research  findings  have  shown,  for  example,  that  aspirin  or  warfarin  can  prevent  stroke 
in  selected  patients  and  a  surgical  procedure  to  restore  blood  flow  through  narrowed 
carotid  arteries  can  reduce  the  risk  of  stroke  for  many  other  patients.  Most  recently, 
tPA  (a  clot  busting  medication)  was  shown  to  be  the  first  emergency  treatment  for 
stroke.  Thus,  patient  care  systems  should  now  regard  stroke  as  an  emergency  (a 
"brain  attack")  in  which  timely  treatment  is  possible.  For  the  future,  as  health  care 
systems  increasingly  bring  stroke  patients  to  medical  attention  promptly,  it  will 
facilitate  the  testing  of  other  therapeutics  to  limit  the  amount  of  disabling  brain 
damage.  Some  of  these  agents  may  also  have  wider  benefit  as  exciting  evidence 
points  to  common  mechanisms  underlying  nerve  cell  damage  in  other  neurological 
disorders  ranging  from  acute  trauma  to  slow  degenerative  disorders  such  as 
Parkinson's  disease. 

Infant  and  Child  Health:  The  brain  of  the  developing  fetus,  the  newborn,  and 
the  young  child  are  especially  vulnerable  to  damaging  agents  which  may  have  lifelong 
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consequences  affecting  independence,  education,  and  careers.  Significant  findings 
from  recent  years:  (1 )  the  gene  and  the  protein  linked  to  Duchenne's  muscular 
dystrophy  have  been  found;  (2)  a  medication  (indomcthacin)  can  reduce  the  incidence 
and  severity  of  brain  bleeding  in  very  low  birthweight  infants;  (3)  very  low 
birthweight  infants  whose  mothers  received  magnesium  sulfate  around  the  time  of 
delivery  are  less  likely  to  develop  cerebral  palsy;  and  (4)  children  bom  to  women  who 
consumed  insufficient  folic  acid  or  excessive  vitamin  A  during  pregnancy  were  more 
likely  to  have  birth  defects.  Continued  progress  can  be  expected  as  we  learn  more 
about  how  the  brain  develops,  how  learning  takes  place,  and  how  we  can  prevent  or 
treat  neurological  disorders  of  childhood. 

Inherited  Disorders  of  the  Nervous  System:  The  discoveries  of  over  50  genes 
for  various  neurological  disorders  have  been  long-sought  breakthroughs  needed  to 
improve  diagnosis  and  provide  new  leads  for  treatments.  The  investment  is  doubly 
rewarded,  however,  as  we  find  that  many  rare  inherited  disorders  can  provide  clues  to 
more  common,  spontaneous  forms  of  a  disease  (e.g.,  Alzheimer's  disease),  clues  to 
brain  disorders  once  thought  to  be  unrelated  (e.g.,  Huntington  disease  and  other 
trinucleotide  repeat  disorders),  and  insights  into  non-neuronal  diseases  (e.g.,  the  gene 
for  ataxia-telangiectasia  has  implications  for  cancer  and  autoimmune  disorders). 

NATIONAL  INSTITUTE  OF  ALLERGY  AND  INFECTIOUS  DISEASES 

Research  Progress 

The  National  Institute  of  Allergy  and  Infectious  Diseases  (NIAID)  conducts 
and  supports  research  to  study  the  causes  of  allergic,  immunologic,  and  infectious 
diseases  and  to  develop  better  means  of  preventing  diagnosing,  and  treating  these 
diseases.  The  following  recent  NIAID-supported  advances  are  examples  of  significant 
research  findings  fulfilling  NIAID's  mission. 

Vaccine  Research:  Vaccines  are  the  public  health  tool  that  offers  the  greatest 
potential  to  reduce  death,  illness,  and  health  care  costs  resulting  from  infectious 
diseases. 

•  In  two  large  NIAID-supported  clinical  trials,  researchers  in  Italy  and  Sweden 
have  shown  that  three  new  acellular  vaccines  are  highly  effective  in  protecting 
infants  against  pertussis  and  have  fewer  side  effects  than  the  currently  used 
vaccine.  Pertussis,  also  known  as  whooping  cough,  is  responsible  for  an 
estimated  350,000  deaths  annually  worldwide,  primarily  among  infants. 

•  NIAID  intramural  investigators  developed  and  patented  a  vaccine  against 
rotavirus,  the  most  common  cause  of  severe  diarrhea  among  infants  and  young 
children.  In  a  multicenter  trial,  the  vaccine  was  80  percent  effective  against 
severe  rotaviral  disease  and  100  percent  effective  in  preventing  dehydrating 
illness. 
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•  NIAID  intramural  researchers  developed  a  strain  of  hepatitis  A  virus  (HAV) 
that  was  used  to  produce  a  vaccine  now  licensed  in  41  countries.  HAV  causes 
more  than  1 .4  million  cases  of  hepatitis  each  year  worldwide  and  affects  mor< 
than  130,000  individuals  each  year  in  the  U.S. 

Advances  in  HIV/AIDS  Research:  Recently,  multidisciplinary  NIAID 
research  into  human  immunodeficiency  virus  (HIV)  and  AIDS  has  led  to  advances 
that  move  us  closer  toward  our  goal  of  effectively  managing  HIV  disease  and  may 
lead  to  new  anti-HIV  vaccines  and  therapies. 

•  NIAID  intramural  scientists  have  shown  that  the  level  of  HIV  virus  replication 
is  partly  the  result  of  a  balance  among  the  body's  own  cytokines-signaling 
molecules  secreted  by  white  blood  cells--and  that  by  altering  this  balance,  it  is 
possible  to  dramatically  influence  the  replication  of  the  virus  in  the  test  tube 
and  potentially  in  the  body. 

•  Researchers  from  two  collaborating  laboratories  at  NIAID  have  identified  cell 
molecules  that  act  as  cofactors  for  the  entry  of  HIV  into  immune  system  cells. 
Ongoing  research  on  these  fusion  cofactors  may  lead  to  the  development  of 
new  therapies  that  block  these  molecules,  as  well  as  an  animal  model  to  study 
AIDS  pathogenesis  and  test  HIV  vaccines. 

•  NlAID-supported  researchers  have  shown  that  measuring  the  amount  of  HIV 
in  the  bloodstream  is  the  best  available  method  for  predicting  the  clinical 
outcome  in  HIV-infected  persons.  The  ability  to  predict  HIV  disease 
progression  more  accurately  may  help  physicians  better  manage  their  HIV- 
infected  patients. 

•  NIAID-sponsored  clinical  studies  have  shown  that  combination  therapies  can 
prevent  HIV  disease  progression  and  improve  survival  in  patients  better  than 
single  drug  therapy.  NIAID-supported  basic  research  helped  lead  to  the 
development  of  a  new  class  of  anti-HIV  drugs,  known  as  protease  inhibitors, 
which  have  proven  effective  in  combination  with  other  anti-HIV  drugs. 

•  In  clinical  trials  with  HIV-infected  patients,  NIAID  intramural  scientists  have 
found  that  administration  of  the  immune  system  messenger  chemical 
interieukin-2  (IL-2)  results  in  sustained  increases  in  the  immune  cells  targeted 
by  HIV.  Intermittent  IL-2  therapy  may  help  sustain  the  immune  systems  of 
HIV-infected  people. 

Asthma  and  allergy:  NIAID-supported  investigators  have  identified  and 
cloned  a  molecule  known  as  histamine  releasing  factor  (HRF),  a  finding  that  can  lead 
to  new  treatments  for  allergic  diseases.  Now  that  the  molecule  is  identified  and 
cloned,  it  may  be  possible  to  develop  antibodies  and  other  reagents  that  will  determine 
how  HRF  works  and  how  HRF  stimulates  severe  allergy  and  asthma;  and,  eventually, 
to  determine  new  ways  to  prevent  and  treat  these  diseases.  Allergic  diseases. 
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including  asthma,  arc  among  the  major  causes  of  illness  and  disability  in  the  United 
States,  affecting  more  than  50  million  Americans  (one  out  of  every  five). 


NATIONAL  INSTITUTE  OF  GENERAL  MEDICAL  SCIENCES 

Research  Progress 


The  National  Institute  of  General  Medical  Sciences  (NIGMS)  is  unique  among 
the  National  Institutes  of  Health.  Rather  than  focusing  its  support  on  research  related 
to  specific  diseases,  organs,  life  stages,  or  environmental  factors,  it  funds  basic 
research  that  increases  our  understanding  of  life  processes.  The  knowledge  provided 
by  this  research  forms  the  foundation  for  determining  what  happens  when  normal 
functions  go  awry  and  disease  results.  These  studies,  in  turn,  lead  to  new  methods  of 
disease  treatment,  diagnosis,  and  prevention.  Findings  made  by  NIGMS  grantees  also 
have  a  multitude  of  uses  in  the  commercial  sector,  most  notably  in  the  biotechnology, 
pharmaceutical,  and  agricultural  industries.  Many  times,  however,  the  specific 
applications  could  not  have  been  predicted  when  the  research  was  undertaken. 

Among  the  recent  advances  made  by  NIGMS  grantees  are  the  following: 

The  development  of  a  method  that  improves  our  understanding  of  how 
proteins  fold  should  make  it  easier  and  faster  to  determine  protein  structures  and  shed 
light  on  diseases,  like  the  blinding  disorder  retinitis  pigmentosum,  that  are  caused  by 
misfolded  proteins. 

New  techniques  for  synthesizing  molecules  have  led  to  the  ability  to  produce 
compounds  that  are  more  specific  and  potent,  with  less  toxicity  and  fewer  side  effects, 
than  existing  synthetic  drugs.  A  chemical  methodology  developed  by  an  NIGMS 
grantee  contributed  substantially  to  the  synthesis  of  indinavir  (Crixivan),  one  of  the 
new  protease  inhibitors  that  are  showing  great  promise  in  treating  HIV  infection. 

The  resolution  of  the  three-dimensional  structure  of  an  enzyme  called 
photolyase  that  repairs  damage  to  DNA  caused  by  the  sun's  ultraviolet  rays  should 
lead  to  improved  understanding  of  this  enzyme's  mechanism  of  action,  which  may 
help  in  developing  treatment  for  people  who  have  a  rare  disease  called  xeroderma 
pigmentosum. 

The  discovery  of  an  early  stage  in  cell  differentiation  helps  answer  one  of  the 
most  fundamental  questions  in  developmental  biology-what  triggers  a  dividing  cell  to 
give  rise  to  progeny  with  different  fates.  This  work  will  shed  light  on  the  mechanisms 
involved  in  a  wide  range  of  disorders,  especially  those  that  occur  early  in 
development. 


Stiiclics  in  slime  mold  on  how  the  cell  uses  carbohydrates  as  "molecular 
routing  slips"  to  direct  proteins  to  different  destinations  have  led  to  clinical  trials  of  a 
therapy  for  a  rare  and  serious  human  disease  called  carbohydrate-deficient 
glycoprotein  syndrome. 

Basic  research  on  neurotoxins  in  the  venom  used  by  cone  snails  to  paralyze  the 
fish  they  prey  on  has  led  to  the  development  of  a  promising  drug  to  treat  intractable 
pain  such  as  that  suffered  by  terminal  cancer  patients. 

Discoveries  important  to  the  understanding  of  molecular  circadian  "clocks," 
including  ways  to  identify  plants  with  mutant  circadian  rhythms,  should  have  broad 
applications  for  the  biotechnology  and  agricultural  industries  as  well  as  for  the 
treatment  or  prevention  of  jet  lag  and  sleep  disorders. 

NATIONAL  INSTITUTE  OF  CHILD  HEALTH  AND  DEVELOPMENT 

Research  Progress 

New  Type  of  Tumor  Suppressor  Gene  Illuminates  an  Unexpected  Cancer 
Pathway.    A  rare,  inherited  genetic  mutation  causes  von  Hippel-Lindau  disease,  in 
which  symptoms  include  growth  of  various  benign  and  malignant  tumors  that 
primarily  affect  the  kidney.  However,  in  its  normal  state,  the  von  Hippel-Lindau  gene 
(VHl)  suppresses  tumor  growth.  While  studying  this  genetic  defect,  NICHD  and  NCI 
scientists  recently  discovered  the  mechanism  whereby  the  normal  gene  suppresses 
tumor  growth.  The  VHl  gene  product,  known  as  VHL,  is  a  protein  that  controls  the 
rate  of  DNA  transcript  elongation  by  binding  to  elongin,  a  protein  known  to  promote 
transcript  elongation.  Controlling  the  rate  of  transcript  elongation  may  help  prevent 
reading  errors  in  the  message.  This  is  the  first  tumor  suppressor  gene  known  to 
control  the  rate  of  elongation —  other  tumor  suppressor  genes  identified  to  date 
control  the  initiation  of  transcription.  Genetic  mutations  alter  VHL  such  that  the 
protein  fails  to  bind  to  elongin.  This  suggests  that  cancers  caused  by  von  Hippel- 
Lindau  disease  and  clear  cell  renal  carcinoma  result  from  an  uncontrolled  rate  of  DNA 
transcript  elongation.  Additional  experiments  provide  important  clues  about  how  the 
rate  of  transcript  elongation  is  related  to  controlling  cell  proliferation.  Researchers 
also  discovered  that  VHL  is  initially  located  in  the  nucleus  of  cultured  fibroblasts 
growing  far  apart  from  one  another.  However,  when  the  multiplying  cells  begin  to 
touch  each  other,  they  stop  dividing,  and  VHL,  its  function  probably  fulfilled,  moves 
into  the  cytoplasm.  These  discoveries  expand  our  understanding  of  the  mechanisms 
involved  in  regulating  gene  expression,  the  relationship  between  gene  expression  and 
cell  proliferation,  and  the  carcinogenic  consequences  of  interfering  with  these 
processes. 

Sudden  Infant  Death  Syndrome.  Sudden  Infant  Death  Syndrome  (SIDS)  is  the 
leading  cause  of  infant  death  in  the  United  States  after  the  first  month  of  life,  resulting 
in  approximately  5,000  to  6,000  U.S.  infant  deaths  each  year.  Investigators  supported 
by  the  NICHD  have  discovered  that  some  SIDS  infants  have  fewer  receptors  for  a 
neurochemical  in  a  specific  brain  region,  called  the  arcuate  nucleus.  This  part  of  the 
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brainstem  senses  the  amount  of  oxygen  and  carbon  dioxide  in  the  blood  and  is 
integrated  with  other  brainstem  centers  to  control  heart  and  respiratory  functions 
during  sleep.  The  deficit  is  in  receptors  for  acetylcholine,  the  neurotransmitter 
responsible  for  respiratory  control  by  the  arcuate  nucleus. 

This  is  the  first  report  of  a  specific  brain  abnormality  in  SIDS  infants, 
providing  evidence  for  the  leading  hypothesis  that  SIDS  infants  do  not  have  adequate 
protective  responses  to  toxic  elevated  levels  of  carbon  dioxide  or  decreased  oxygen 
during  sleep.  This  finding  is  a  breakthrough  for  SIDS  prevention.  It  reinforces  the 
basis  for  the  national  "Back  to  Sleep"  campaign  to  have  healthy  infants  be  placed  to 
sleep  on  their  back  or  side,  thus  reducing  the  potential  for  respiratory  challenge  during 
sleep.  Further  research  into  this  brain  deficit  could  lead  to  breakthroughs  that  have 
eluded  the  medical  and  scientific  community  for  decades,  including  a  better 
understanding  of  why  SIDS  infants  die,  the  development  of  effective  screening  tests  to 
identify  infants  at  risk  for  SIDS,  and  the  development  of  effective  pharmacologic 
therapies  for  high  risk  infants. 

Gene  responsible  for  many  cases  of  NTDs  identified.  Neural  tube  defect 
(NTD)  is  a  devastating  congenital  malformation  resulting  in  early  death  or  severe 
lifelong  disability.  Research  has  shown  that  supplementing  a  woman's  diet  with  folic 
acid  around  the  time  of  conception  can  substantially  reduce  her  risk  of  having  a  child 
with  NTD.  A  recent  study  demonstrated  that  mothers  of  children  with  NTDs  have 
significantly  higher  homocysteine  levels  than  mothers  of  non-NTD  children.  This 
holds  true  even  after  adjusting  for  B 1 2  and  folate  levels  in  their  serum.  Following  this 
lead,  the  gene  for  5,10  methylenetetrahydrofolate  reductase,  which  is  an  enzyme 
important  in  homocysteine  metabolism,  was  studied  in  people  with  NTDs.  This 
newest  research  shows  that  1 8.3  percent  of  the  people  with  NTDs  were  homozygous 
for  the  abnormal  thermolabile  alleles  of  this  gene,  as  compared  to  6.1  percent  of  the 
controls.  This  is  the  first  genetic  abnormality  identified  in  NTDs  and  explains  the 
association  between  NTDs  and  elevated  homocysteine  levels  as  well  as  how  folic  acid 
supplementation  prevents  NTDs. 

These  findings  have  important  implications.  In  the  study  population,  it  is 
estimated  that  approximately  13  percent  of  NTDs  can  be  explained  by  this  genetic 
abnormality.  This,  in  turn,  suggests  that  there  may  be  other  causative  abnormalities  in 
folate  metabolism.  The  genetic  link  also  suggests  that  it  may  become  possible  to 
develop  screening  methods  that  test  women  for  folate-dependent  enzymes  related  to 
an  increased  risk  of  NTDs  and  identify  those  who  would  benefit  from  folic  acid 
supplementation. 

Sex  Differences  in  the  Functional  Organization  of  the  Brain  for  Language. 
Recent  epidemiological  research  indicates  that  between  15  percent  and  20  percent  of 
our  nation's  children  have  learning  disabilities  involving  reading.  A  crucial  task 
confronting  the  scientific  community  is  to  determine  why  these  children  are  not  able 
to  learn  to  read,  despite  average  to  above-average  intelligence  and  typical  exposure  to 
instruction.  Within  this  context,  an  NICHD-supported  study  has  examined 
neurological  aspects  of  the  brain's  functional  organization  for  language.  Recently 
reported  findings  show  that  processing  of  phonological  information,  a  cognitive 
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ability  that  is  critical  in  the  ability  to  read,  is  highly  correlated  with  activation  in  the 
inferior  frontal  gyrus  regions  of  the  brain.  Additionally,  results  indicated  gender 
differences  in  processing  during  phonological  tasks.  Brain  activation  in  males  was 
lateralized  to  the  left  inferior  frontal  gyrus,  while  the  pattern  of  activation  in  females 
was  more  diffuse,  involving  both  the  left  and  right  inferior  frontal  gyri.  These  data 
provide  the  first  clear  evidence  of  gender  differences  in  the  functional  organization  of 
the  brain  substrate  for  reading.  The  findings  may  also  help  to  explain  why  females  are 
better  able  than  males  to  compensate  for  reading  difficulties,  even  though  males  and 
females  are  equally  at  risk  for  reading  disability  as  they  enter  school. 

Color  Doppler  Sonography  and  Endoscopic  Treatment  of  Congenital 
Abnormalities  in  Utero.  Intramural  NICHD  scientists  arc  examining  ways  to  reduce 
pre-  and  perinatal  mortality  and  morbidity,  and  are  leading  efforts  to  improve  prenatal 
diagnosis  and  prenatal  treatment  of  congenital  abnormalities.  Using  a  type  of 
ultrasonography  known  as  color  Doppler  sonography,  together  with  fiberoptic  probes 
thin  enough  to  be  inserted  through  syringe  needles  into  the  mother's  abdomen  and 
uterus,  these  scientists  have  accurately  diagnosed  numerous  fetal  conditions  involving 
vascular  and  urinary  tract  malformations.  In  collaboration  with  investigators  at 
Wayne  State  University  Medical  School,  these  scientists  have  also  pioneered 
intrauterine  surgery  to  correct  such  congenital  defects  before  birth.  This  type  of 
surgery-operative  fetoscopy-relies  on  the  fiberoptic  probes  that  enable  surgeons  to 
observe  the  fetus  directly,  while  placing  very  thin  surgical  instruments  in  the  womb. 
The  risks  of  operative  fetoscopy  to  the  fetus  and  mother  are  far  lower  than  open  fetal 
surgery.  One  such  endoscopic  procedure  involves  using  fetal  cystoscopy,  and 
removing  the  obstruction  to  restore  urine  flow  into  the  amniotic  cavity.  This  new 
approach  to  the  treatment  of  birth  defects  before  birth  could  eliminate  much  perinatal 
morbidity  and  mortality. 

Blocks  of  Living  Tissue  Yield  New  Insights  into  the  Pathology  of  AIDS.  One  • 
major  challenge  in  AIDS  research  is  developing  laboratory  models  that  accurately 
mirror  the  disease  process  in  the  patient.  Many  cell  tyf>es  can  be  grown  in 
conventional  tissue  culture,  but  this  method  only  provides  a  pale  imitation  of  the 
complex  micro  environment  that  influences  a  cell  in  the  body.  To  address  this 
problem,  NICHD  scientists  recently  developed  a  technique  for  growing  tissue  outside 
the  body.  The  technique  allows  the  researchers  to  keep  a  tiny,  one-tenth  inch  thick, 
cube  of  lymph  tissue  alive  long  enough  to  study  the  whole  gland.  During  this  time, 
the  scientists  use  laser  confocal  fluorescence  microscopy,  a  relatively  recent  technical 
advance,  to  visualize  the  native  architecture  and  dynamic  processes  occurring  within 
the  growing  block  of  tissue,  which  is  normally  too  thick  for  conventional  microscopy. 
In  addition,  human  studies  on  HIV  and  AIDS  can  take  place  by  infecting  these  tiny 
cubes  of  lymph  tissue  obtained  from  tonsillectomies.  These  technologic  advances 
help  determine  how  HIV  kills  the  host's  T  lymphocytes,  98  percent  of  which  reside  in 
lymph  tissue.  Scientists  hypothesize  that  HIV  makes  T  cells  fuse  into  large  clumps, 
leading  to  their  death.  To  test  this  hypothesis,  NICHD  researchers  injected  cubes  of 
tonsil  tissue  with  the  HIV  envelope  glycoprotein,  gp  120/41,  a  surface  protein  that 
controls  initial  viral  entry  into  uninfected  cells.  The  researchers  observed  widespread 
cell  fusion  in  the  tissue  blocks,  indicating  that  cell  fusion  is  critical  to  the  pathogenesis 
of  AIDS.  This  three-dimensional  histoculture  approach  provides  a  useful  model  for 


studying  AIDS  and  should  prove  invaluable  for  testing  new  dnig  therapies  and 
immunologic  protective  strategics  against  the  disease. 

Mutation  on  the  Y  Chromosome  as  Cause  of  one  Type  of  Male  Infertility. 
Researchers  estimate  that  70  percent  of  human  conceptuses  fail  to  survive  to  birth.  Of 
these,  about  40  percent  may  be  associated  with  factors  causing  male  infertility.  The 
etiology  of  male  infertility  is  rarely  ever  determined  despite  the  important  role  it  may 
play  in  conception  and  maintaining  pregnancy.  New  studies,  however,  indicate  that 
some  cases  of  male  infertility  may  be  caused  by  a  mutation  on  the  Y  chromosome. 
Scientists  determined  that  some  men  with  infertility  have  a  specific  genetic  mutation 
in  common  that  results  in,  some  men  having  no  germ  cells  present,  and  some  having 
various  levels  of  blocked  sperm  development.  Further  studies  may  lead  to  a  definitive 
diagnosis  of  this  form  of  male  infertility  and  appropriate  treatments  for  infertile 
couples. 

Reduction  of  apoptosis-based  secondary  cell  death  after  stroke  and  brain  injury 
by  using  a  genetically  engineered  vector.  An  estimated  one  million  people  experience 
traumatic  brain  injury  or  stroke  each  year.  Although  the  majority  of  these  individuals 
survive,  the  resulting  neurological  damage  can  lead  to  permanent  motor  and  cognitive 
deficits.  Since  delayed  neuronal  cell  death  is  reported  to  be  a  significant  cause  of 
morbidity  after  injury,  mechanisms  that  prevent  such  cell  loss  could  play  an  important 
role  in  preventing  disability  and  enhancing  the  success  of  rehabilitation  interventions. 

This  NICHD-supported  study  is  based  on  the  hypothesis  that  apoptosis,  or 
programmed  cell  death,  is  a  major  cause  of  delayed  cell  death  after  injury,  and  various 
proteins  are  important  in  activating  and  preventing  this  process.  Gene  therapy 
intervention  techniques  were  used,  in  which  a  HSV-based  vector  that  carries  the  bcI-2 
gene  was  developed  and  injected  into  rat  cortex.  Subsequently,  the  rats  underwent 
ischemic  insult.  The  bcI-2  gene  codes  for  a  proto-oncogene  growth  factor  that  has 
been  previously  shown  to  prevent  apoptosis  in  human  cell  cultures  and  in  vivo  animal 
models  for  ischemic  brain  injury.  Study  results  indicated  significantly  reduced  cell 
death.  The  findings  suggest  that,  by  reducing  cell  death,  this  apoptosis-inhibiting 
growth  factor  results  in  the  maintenance  of  more  neuronal  connections,  thus, 
enhancing  neuronal  survival.  It  also  provides  an  increased  cellular  substrate  for 
potential  neuronal  respecification.  The  findings  have  wide  ranging  implications  for 
understanding  the  mechanisms  governing  neuronal  loss  in  both  acute  and  chronic 
conditions.  For  the  field  of  medical  rehabilitation,  this  methodology  should  enhance 
patient  prognosis,  as  disability  is  reduced  by  minimizing  secondary  neuronal  loss,  and 
functional  recovery  is  enhanced  due  to  a  greater  neurological  substrate. 

NATIONAL  EYE  INSTITUTE 

Research  Progress 

Neuron  Survival  Factor.  Pigment  epithelium-derived  factor  (PEDF)  is  a 
protein  found  in  many  cell  types  that  has  been  known  to  induce  a  more  differentiated 
character  in  human  retinoblastoma  tumor  cells  in  culture.  Recent  work  has  shown 
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PEDF  to  be  a  potent  neuron-survival  factor  to  a  major  neuronal  cell  type  in  the  brain. 
Specifically,  recombinant  PEDF  (rPEDF)  added  to  cultures  of  cerebellar  granule  cells 
(CGCs)  of  the  brain  keep  the  cells  alive  for  long  periods  of  time,  i.e.,  much  longer 
than  their  normal  lifespan  in  vitro.  Very  low  amounts  of  PEDF  are  needed  for  the 
survival  effect.  The  effect  is  actually  on  cell  survival,  since  PEDF  does  not  stimulate 
cell  proliferation  of  the  CGCs.  These  results  demonstrate  that  PEDF  has  a 
neurotrophic  survival  effect  on  the  most  abundant  neuron  in  the  cerebellum  and 
suggests  it  may  affect  other  CNS  neurons  as  well.  The  clinical  potential  is  clear  in 
that  PEDF  could  be  useful  in  treating  any  traumatic  condition  or  inherited  disease  of 
the  CNS  where  the  survival  of  a  neuron  is  threatened.  Moreover,  the  potential  use  of 
PEDF  in  transplantation  of  CNS  or  other  neural  tissues  to  ameliorate  diseases,  such  as 
Parkinson's  Disease,  retinal  degeneration,  etc.,  should  be  investigated. 

Experimental  Autoimmune  Uveoretinitis.  The  ability  to  alter  the  immune 
response  in  an  antigen-specific  fashion  has  important  implications  for  treatment  of 
autoimmunity.  The  phenomenon  of  oral  tolerance,  or  suppression  of  an  immune 
response  by  feeding  with  the  antigen,  has  been  explored  in  a  number  of  experimental 
models  of  autoimmune  disease.  The  rat  and  mouse  models  of  experimental 
autoimmune  uveoretinitis  (EAU)  resemble  some  types  of  human  uveitis,  an  ocular 
infiammatory  process  responsible  for  approximately  10%  of  the  cases  of  legal 
blindness  in  the  U.S.  Earlier  studies  showed  that  EAU  in  rats  can  be  suppressed  by 
prior  feeding  with  the  eliciting  uveitogenic  antigen.  Recent  studies  in  mice  have 
focused  on  using  the  EAU  model  to  examine  the  feasibility  of  potentiating  oral 
tolerance  by  immuno-manipulation.  This  research  yielded  evidence  that  oral  tolerance 
in  the  mouse  EAU  model  may  occur  by  anergy/deletion  or  by  suppression,  depending 
on  the  feeding  regimen.  The  studies  further  suggested  that  enhanced  suppression  can 
be  achieved  by  combining  the  feeding  of  antigen  with  administration  of  the  cytokine 
IL-2.  and  possibly  other  cytokines,  such  as  IL-4  or  IL-IO.  It  is  hoped  that  this  method 
will  have  practical  application  as  a  safe  and  effective  way  of  potentiating  oral 
tolerance  in  patients  with  uveitis  based  on  the  observation  that  the  therapeutic 
window,  as  tested  for  the  cytokine  IL-2,  is  extremely  broad,  and  the  effective  dose  is 
well  within  the  nontoxic  range.  The  success  of  such  a  therapy  would  provide  an 
alternative  to  the  use  of  steroids  in  managing  autoimmune  ocular  disease. 

Vascular  Endothelial  Cell  Growth  Factor  Associated  with  Ischemia  and 
Neovascularization.  Researchers  have  suspected  for  many  years  that  in  pathologic 
conditions,  such  as  diabetic  retinopathy  (DR)  and  retinopathy  of  prematurity  (ROP), 
the  retina  itself  produces  a  factor  or  factors  that  influence  the  development  and  growth 
of  abnormal  blood  vessels.  Several  recent  studies  link  hypoxia  with  the  induction  of 
vascular  endothelial  growth  factor  (VEGP^  and  retinal  neovascularization. 

Scientists  have  now  demonstrated  that  VEGF  is  present  in  the  ocular  fluids  of 
patients  with  DR.  A  radioimmunoassay  of  VEGF  using  two  monoclonal  antibodies 
that  bind  to  different  epitopes  allowed  quantitation  in  patients  at  various  stages  of 
proliferative  disease.  Patients  with  active  proliferative  disease  had  significantly 
higher  levels  of  VEGF  in  their  ocular  fluid  than  patients  with  nonproliferative  or 
quiescent  DR,  or  in  nondiabetics. 
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VEGF  assumed  some  prominence  in  1992  when  Nature  published  two  articles 
linking  its  production  to  oxygen  depiction  that  occurs  in  tumors.  Since  then,  there  has 
been  intensive  research  on  the  biochemistry  and  molecular  biology  of  this  mitogen 
resulting  in  its  strong  association  with  neovascular  disease.  If  it  is  true,  as  it  now 
appears,  that  VEGF  is  the  factor  that  causes  retinal  neovascularization  in  DR  and 
ROP.  an  opportunity  may  exist  for  clinical  application  of  molecular  therapy.    A  more 
effective  and  longer  lasting  treatment  would  have  a  profound  impact  on  patients  with 
DR  and  ROP  and  would  be  cost  effective.  Biotechnology  companies  are  ideally 
positioned  to  take  advantage  of  this  scientific  advance. 

Development  of  Myopia  and  Related  Refractive  Errors.  At  birth,  infants 
usually  don't  see  very  well;  typically  they  are  moderately  farsighted.  However,  during 
the  first  two  to  three  years  of  life,  the  eyes  of  most  individuals  develop  to  nearly  ideal 
optical  states.    This  is  a  phenomenal  process,  because  optimal  vision  requires  a 
precise  balance  between  the  length  of  the  eye  and  its  focal  power.  A  goal  of  NEI- 
funded  research  is  to  test  the  hypothesis  that  early  in  life,  eye  growth  is  regulated  by 
visual  feedback  associated  with  optical  defocus.  A  recent  study  used  spectacle  lenses 
to  simulate  nearsightedness,  (myopia),  or  farsightedness  in  one  eye  of  infant  monkeys 
and  measured  the  effect  on  the  eye's  growth.  Results  showed  that  for  moderate  lens 
powers  the  eyes  of  the  infant  monkeys  grew  in  a  manner  that  compensated  for  the 
lenses.  Lenses  that  artificially  made  an  eye  farsighted  caused  the  eye  to  grow  longer 
than  normal  in  order  to  become  less  farsighted.  Alternatively,  lenses  that  simulated 
nearsightedness  led  to  a  reduction  in  ocular  growth,  causing  the  eye  to  become  more 
farsighted. 

This  research  has  led  others  to  do  experiments  to  determine  what  causes  the 
eye  to  grow  longer  or  shorter  in  response  to  whether  the  visual  image  is  blurred  or  not. 
Visual  deprivation  in  animal  models  previously  has  been  shown  to  increase  the  length 
of  the  eye,  thereby  causing  myopia.  Recent  studies  have  shown  that  the  structural 
nature  of  the  outer  coat  of  the  eye,  the  sclera,  changes  when  the  visual  input  is  blurred. 
The  evidence  suggests  that  it  is  the  chemical  composition  of  the  sclera  that  is  altered. 
This  makes  it  less  resistant  to  the  internal  pressure  of  the  eye  and  may  cause  the  eye  to 
elongate. 

More  than  25  percent  of  the  adult  population  of  the  United  States  are 
nearsighted.  These  findings  have  provided  significant  insights  into  the  development 
of  myopia  and  may  lead  to  preventive  strategies  that  can  be  tested  through  appropriate 
clinical  trials. 

Visualization  of  Biochemical  Changes  Associated  with  Sugar  Cataract 
Formation.  Nuclear  Magnetic  Resonance  (NMR)  and  Magnetic  Resonance  Imaging 
are  increasingly  being  used  as  research  tools  for  studying  various  ocular  diseases. 
Several  of  these  techniques  are  currently  under  development  for  the  purpose  of 
investigating  biochemical  changes  associated  with  sugar  cataract  formation  and 
quantitatively  monitoring  cataract  formation  in  galactose-fed  dogs.  Magnetic 
resonance  imaging,  combined  with  magnetization  transfer  contrast  (MTC) 
enhancement  has  been  employed  to  improve  visualization  of  cataractous  tissue  in 
galactosemic  dog  lenses.  In  addition  to  improved  anatomical  detail,  this  technique 
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detects  early  tissue  changes  that  are  not  detectable  by  optical  means.  Magnetic 
resonance  imaging  has  documented  changes  in  lens  size  and  shape  that  have  not  been 
previously  detected  through  optical  means.  To  assess  more  fully  these  shape  and 
volume  changes,  the  MTC  enhancement  technique  currently  is  being  extended  to  the 
acquisition  of  three-dimensional  images.  Magnetic  resonance  imaging  is  also  being 
combined  with  NMR  spectroscopy  in  order  to  measure  non-invasively  localized 
metabolic  changes  in  the  lens  in  vivo.  A  better  understanding  of  the  early  structural 
and  metabolic  changes  that  occur  in  the  lens  prior  to  the  development  of  a  visible 
opacity  or  cataract  may  one  day  lead  to  the  means  to  interrupt  the  pathologic  process 
and  slow  or  prevent  the  onset  of  cataract. 

NATIONAL  INSTITUTE  OF  ENVIRONMENTAL  HEALTH  SCIENCE 

Research  Progress 

The  National  Institute  of  Environmental  Health  Science  (NIEHS)  mission  is 
one  of  the  broadest  of  any  NIH  Institute  or  Center,  but  also  one  of  the  most  important. 
Almost  every  disease  or  dysfunction  has  an  environmental  component  in  its 
development  or  progression.  The  environmental  "triggers"  of  human  disease  can  be 
prevented  or  controlled,  thus  offering  the  most  promising,  and  cost-effective,  means 
of  protecting  the  Nation's  health.  The  breadth  of  this  promise  is  illustrated  by  some 
recent  NIEHS  scientific  accomplishments. 

Lead-Delinquency,  Hypertension,  and  Kidney  Failure:  Lead  is  a  ubiquitous 
environmental  contaminant,  found  in  drinking  water  drawn  from  lead-containing 
pipes,  in  household  dusts  containing  flakes  of  lead-based  paints,  and  in  the  soil  from 
residues  of  leaded  gasoline  exhaust.  NIEHS-supported  scientists  have  recently 
reported  a  wide  range  of  problems  associated  with  lead  exposures  even  at  relatively 
low  levels.  One  study  showed  that  childhood  exposures  to  lead  are  associated  with 
serious  behavioral  problems  as  these  children  mature  into  adolescence.  Problems 
associated  with  high  bone  lead  levels  included  higher  probability  of  attention  deficits, 
aggression,  and  delinquency  as  measured  by  the  Child  Behavior  Checklist  (CBCL). 
Even  when  corrected  for  the  numerous  confounding  factors  associated  with  high  lead 
exposures  (poverty,  minority  status,  unstable  family  situation),  these  associations  held. 


Middle-aged  and  elderly  men  were  subjects  in  other  lead  exposure  studies.  In 
these  populations,  lead  exposures  correlated  with  development  of  hypertension,  a 
marker  for  heart  disease  risk,  and  with  impaired  renal  function.  These  studies  are 
particularly  intriguing  because  populations  known  to  be  at  increased  risk  of 
developing  hypertension  and  kidney  failure  are  also  at  increased  risk  of  lead  exposure. 

Breast  Cancer  and  Prostate  Cancer-Genetic  Susceptibility:  An  environmental 
component  has  been  hypothesized  for  development  of  many  cancers,  including  breast 
cancer  and  prostate  cancer.  It  appears,  however,  that  people  differ  in  their  individual 
susceptibilities  both  to  these  diseases  and  to  environmental  influence.  These 
differences  significantly  complicate  our  ability  to  detect  environmental  causes  of  these 


diseases  and  to  identify  people  at  risk.  For  these  reasons,  NIEHS  researchers  have 
been  active  in  many  of  the  major  genetic  discoveries  of  the  past  few  years.  Two 
breast  cancer  susceptibihty  genes,  BRCAl  and  BRCA2,  were  discovered  by  teams 
that  included  NIEHS  scientists.  The  prostate  cancer  metastasis  gene  was  also  recently 
isolated  by  NIEHS  researchers,  offering  the  hope  of  differentiating  between  those  men 
requiring  surgery  to  prevent  spread  of  this  disease  and  those  men  who  do  not  require 
surgery  to  treat  their  prostate  cancer.  Ultimately  these  discoveries  could  lead  to 
therapeutic  strategies  to  prevent  development  of  these  cancers. 

NATIONAL  INSTITUTE  ON  AGING 

Research  Progress 

Alzheimer's  disease.  Progress  in  Alzheimer's  disease  (AD)  research  has 
accelerated  over  the  past  5  years.  Scientists  have  identified  links  between  AD  and 
genes  on  four  chromosomes-- 1 ,  14,  19,  and  21.  The  gene  on  chromosome  19  codes 
for  a  protein,  ApoE,  a  variant  of  which  has  been  implicated  as  the  first  biological  risk 
factor  for  developing  the  more  common,  late-onset  form  of  the  disease.  According  to 
epidemiologic  studies,  the  average  age  of  onset  of  AD  can  vary  by  as  much  as  20 
years  depending  on  which  variant  of  ApoE  a  person  inherits.  Based  on  this  finding, 
investigators  detected  early  changes  in  the  brain  (by  combining  brain  imaging  and 
genetic  analysis)  that  may  predict  AD  decades  before  obvious  symptoms  could  be 
expected  to  develop.  This  advance  opens  the  opportunity  for  intervening  early  in  the 
course  of  the  disease,  before  the  brain  is  extensively  damaged  and  symptoms  have 
developed.  Another  exciting  development  is  the  rapid  advance  of  neuroimaging 
techniques,  such  as  magnetic  resonance  imaging  (MRI)  and  positron  emission 
tomography  (PET),  which  permit  researchers  to  image  the  brain  during  cognitive 
processing.  Such  techniques  are  linking  changes  in  brain  structure  and  physiology  to 
impairments  in  specific  types  of  learning  and  memory,  permitting  a  mapping  of 
components  of  cognition  affected  by  AD  and  other  neurologic  disorders. 

Genes  and  processes  that  control  aging.  This  year,  scientists  discovered  the 
gene  responsible  for  a  rare  disease,  known  as  Werner's  syndrome,  which  has 
symptoms  that  resemble  premature  aging,  including  development  of  major  age-related 
diseases  such  as  arteriosclerosis,  cancer,  diabetes,  and  osteoporosis  in  early  adulthood. 
The  function  of  this  gene  appears  to  involve  repair  of  DNA,  the  basic  genetic  template 
in  human  cells.  This  finding  points  to  mutations  in  DNA  as  a  possible  key  in  aging 
processes.    In  a  related  area,  studies  of  "longevity  genes"  have  provided  insight  into 
biologic  control  of  life  span  and  health  span.  Mutating  such  genes  in  animal  models, 
such  as  worms  and  fruit  flies,  dramatically  increases  life  span.  These  genes  also 
appear  to  make  the  animals  less  susceptible  to  environmental  stresses.  The  enzyme 
telomerase,  which  plays  an  important  role  in  cell  aging  (senescence),  was  recently 
found  to  play  a  role  in  promoting  the  unregulated  growth  of  cancer  cells.  Behavioral 
or  environmental  interventions  to  increase  years  of  healthy  life  are  also  being  tested. 
Restricting  calories  in  well-balanced  diets  increases  the  average  life  span  by  as  much 
as  30  percent  in  rats  and  mice,  and  also  reduces  prevalence  of  tumors  at  specific  ages. 
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Physical  disability.  Recent  findings  illustrate  the  promise  of  new  approaches 
to  prevent  disability.  Investigators  have  achieved  success  through  the  use  of 
multifactorial  screening  processes  to  identify  target  populations  and  through  the 
design  and  assessment  of  interventions  targeted  to  specific  risk  profiles.  In  one  recent 
study,  this  approach  succeeded  in  reducing  the  risk  of  falling  by  nearly  half,  and  did  so 
in  a  highly  cost-effective  manner. 

Cardiovascular  disease.  Researchers  have  identified  a  potential  risk  factor, 
stiffening  of  large  and  medium-sized  arteries,  for  cardiovascular  disease  in  the  elderly. 
Age-associated  vascular  stiffening  is  accompanied  by  an  increase  in  systolic  blood 
pressure  and  may  lead  to  isolated  systolic  hypertension.  Since  high  blood  pressure  is 
the  major  risk  factor  for  stroke  and  an  important  risk  factor  for  coronary  artery 
disease,  heart  attacks,  and  heart  failure  in  older  Americans,  and  may  contribute  to 
cognitive  decline,  prevention  or  treatment  to  blunt  vascular  stiffening  could  produce 
an  enormous  public  health  benefit. 

Women's  Health.  Newly  published  results  associate  current  estrogen  use  in 
women  with  several  beneficial  effects:  decreased  risk  of  certain  fractures,  including 
hip  fractures;  lower  risk  of  developing  AD;  better  maintenance  of  cognitive  function; 
and  a  healthier  cardiovascular  system. 

NATIONAL  INSTITUTE  OF  ARTHRITIS  AND  MUSCULOSKELETAL 
AND  SKIN  DISEASES 

Research  Progress 

Many  stories  of  discovery  and  improved  human  health  have  been  told  over  the 
last  decade  from  research  supported  by  the  National  Institute  of  Arthritis  and 
Musculoskeletal  and  Skin  Diseases  (NIAMS).  In  addition,  research  underway  holds 
tremendous  promise  for  the  American  public.  Research  being  supported  by  the 
NIAMS  provides  for  better  diagnosis  and  treatment,  as  well  as  ultimate  prevention,  of 
many  of  the  most  common,  crippling,  costly,  and  chronic  diseases  compromising  life 
for  the  American  people.  Highlights  include: 

New  insights  into  the  disease  process  of  osteoarthritis,  including  the  role  of 
certain  enzymes  that  break  down  cartilage  in  the  joints,  have  led  to  new  experimental 
treatments  for  this  most  common  form  of  arthritis.  Also,  the  first  gene  for 
osteoarthritis  (a  faulty  collagen  gene  found  in  an  inherited  form  of  the  disease)  was 
identified. 

Exciting  new  research  is  starting  to  shed  light  on  the  specific  genetic  factors 
involved  in  determining  lupus  (systemic  lupus  erythematosus)  susceptibility,  severity, 
and  mortality.  One  important  recent  study  on  genetic  risk  factors  for  disease  severity 
identified  a  gene  associated  with  increased  risk  of  lupus  kidney  disease  (nephritis)  in 
African  Americans.  Variations  in  this  gene,  which  controls  production  of  proteins 
called  Fc  receptors,  affect  the  ability  of  immune  system  cells  to  remove  potentially 
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harmful  molecules  from  the  body.  Excessive  buildup  of  these  molecules  in  the 
kidneys  is  known  to  be  associated  with  lupus  nephritis. 

NIAMS-funded  scientists  helped  develop  and  validate  several  technologies  to 
add  to  regular  x-rays  to  assess  bone  density  and  bone  quality,  most  recently 
quantitative  ultrasound  measurement.  These  techniques  provide  effective  alternatives 
for  identifying  people  at  high  risk  for  osteoporotic  fractures  (and  therefore  the  best 
candidates  for  preventive  therapy).  The  techniques  can  also  be  important  to  studying 
the  causes  and  development  of  osteoporosis-related  fractures. 

Improvements  in  materials  and  techniques  for  total  hip  replacement  have 
increased  the  quality  of  life  for  many  people,  keeping  many  elderly  people  mobile  and 
able  to  continue  living  independently. 

Researchers  have  identified  specific  genetic  defects  that  cause  several 
inherited  disorders  that  affect  the  structural  integrity  of  the  skin,  including  various 
forms  of  epidermolysis  bullosa,  a  group  of  often  severe  blistering  skin  disorders,  and 
the  ichthyoses,  a  group  of  scaling  skin  disorders.  These  findings  have  led  to  a  better 
understanding  of  the  cause  of  these  diseases.  They  are  also  allowing  design  of  more 
specific  diagnostic  tests,  making  possible  prenatal  diagnosis  and  genetic  counseling, 
as  well  as  opening  the  door  to  new  treatments  that  correct  these  defects,  including 
gene  therapy. 

Researchers  in  the  Intramural  Research  Program  have  discovered  a  new 
signaling  molecule  (JAK3)  that  is  involved  in  regulating  white  blood  cell  growth  and 
development.  They  later  found  that  defects  in  the  JAK3  enzyme  are  responsible  for 
some  cases  of  severe  combined  immune  deficiency  in  children.  Thus,  JAK3  is  a 
potential  target  for  designing  new  drugs  to  treat  autoimmune  disease  and  transplant 
rejection  by  selectively  turning  off  the  immune  response. 

NATIONAL  INSTITUTE  ON  DEAFNESS  AND  OTHER  COMMUNICATION 
DISORDERS 

Research  Progress 

Forty-six  million  Americans  have  disabilities  that  directly  affect  human 
communication.  The  National  Institute  on  Deafness  and  Other  Communication 
Disorders  (NIDCD)  is  responsible  for  supporting  and  conducting  research  and 
research  training  in  the  normal  processes  and  diseases  and  disorders  of  hearing, 
balance,  smell,  taste,  voice,  speech  and  language.  The  NIDCD  is  actively  involved  in 
the  promotion  of  healthy  behaviors  and  in  the  prevention  of  diseases  and  disorders. 
Recent  progress  in  the  area  of  health  promotion  is  evidenced  by  activity  in  early 
identification  of  hearing,  speech  or  language  disorders  in  infants  and  young  children. 
This  progress  includes  new  strategies,  new  technologies  and  the  application  of  basic 
research  to  understanding  the  "window  of  opportunity"  for  acquisition  of  language, 
either  spoken  or  signed  language,  by  deaf  or  hard  of  hearing  individuals.  This  early 
intervention  results  in  cost  savings  to  the  individual  and  to  the  nation  and  assures 


better  educational,  social  and  economic  outcomes  throughout  a  lifetime  for  these 
children. 

Prevention  of  noise-induced  hearing  loss  has  been  altered  dramatically  by 
recent  progress  by  scientists  in  understanding  an  individual's  susceptibility  or 
predisposition  to  hearing  loss  caused  by  aminoglycoside  antibiotics.  Recent 
accomplishments  include  investigations  into  the  molecular  mechanisms  that  operate  in 
aminoglycoside-induced  hearing  impairment,  tinnitus  and  noise-induced  hearing  loss 
that  arc  altering  the  view  that  many  disorders  of  human  communication  thought  to 
have  been  due  to  environmental  causes  may  in  fact  have  a  genetic  basis.  This  progress 
is  also  corroborated  in  work  in  some  disorders  of  speech  and  language  including 
investigations  in  autism  and  stuttering,  again  showing  genetic  origins  not  previously 
recognized.  Molecular  biological  investigations  into  the  mechanisms  underlying 
smell  and  taste  are  contributing  greatly  to  improved  understanding  of  sensor>'  function 
and  loss  of  function  over  a  lifetime.  Knowledge  about  these  mechanisms  has  direct 
application  to  quality  of  life  and  nutrition  of  older  Americans  as  well  as  safety  for 
these  individuals. 

The  Cochlear  Implant.  The  NIDCD  is  also  mandated  to  support  efforts  to 
create  devices  that  substitute  for  lost  and  impaired  sensory  and  communication 
functions.  Perhaps  the  most  dramatic  example  of  ongoing,  directed  support  of  the 
development  of  such  a  device  is  the  cochlear  implant.  The  cochlear  implant  is  a 
prosthetic  device  that  changes  sound  into  electrical  impulses  in  order  to  stimulate 
auditory  nerve  fibers.  It  has  given  individuals  who  could  not  hear,  new  or  renewed 
communication  abilities.  Over  the  past  eight  years,  NIDCD  has  supported  the  primary 
efforts  in  development  of  multi-channel  cochlear  implants  and  the  speech  processor 
that  is  a  critical  part  of  effective  cochlear  implant  use.  More  than  12,000  children  and 
adults  in  the  United  States  have  received  a  cochlear  implant.  For  the  appropriate 
candidates,  the  cochlear  implant  has  a  3: 1  cost  advantage  over  other  rehabilitation 
strategies.  Expanded  occupational  choices  for  these  individuals  might  raise  the  ratio 
to  6: 1 .    Most  users  of  the  cochlear  implant  describe  highly  improved  communication 
ability  and  quality  of  life.  With  a  recent  consensus  statement  and  based  on  studies 
supported  by  the  NIDCD  of  speech  reading  abilities  with  cochlear  implant  for 
postlingually  deafened  adults,  the  potential  users  of  cochlear  implant  have  been 
expanded  to  include  those  who  have  severe  rather  than  profound  hearing  loss, 
meaning  that  the  technology  could  be  useful  to  some  one  million  more  Americans. 

NATIONAL  INSTITUTE  OF  MENTAL  HEALTH 

Research  Progress 

When  the  National  Institute  of  Mental  Health  (NIMH)  was  authorized  50  years 
ago,  mental  illnesses  were  often  incorrectly  viewed  as  personal  weaknesses  or  as 
outcomes  of  social  and  psychological  stress,  including  styles  of  family  interaction. 
The  limited  treatments  then  available  consisted  largely  of  attempts  to  understand  such 
"causes"  of  illness.  Research  supported  by  NIMH  has  demonstrated  that  mental 
disorders  are  brain  disorders-clinically  valid,  neurobiologically  based  illnesses  that 
result  from  interactions  between  genetic  and  environmental  influences  and  are  highly 


amenable  to  appropriate  treatments  that  now  exist  for  most  mental  disorders.  In 
recent  years,  NIMH  research  has  made  significant  progress  in  identifying  specific 
genetic  and  molecular  mechanisms  involved  in  mental  disorders,  achievements  that 
will  revolutionize  diagnosis  and  provide  novel  targets  for  the  treatments  of  tomorrow. 

Vulnerability  Genes  for  Severe  Menial  Illnesses.  Both  genes  and 
environmental  "second  hits"  contribute  to  the  onset  of  schizophrenia  and  manic 
depressive  illness.  It  is  now  clear  that  numerous  genes  contribute  vulnerability  for 
each  disorder  and  that  vulnerability  may  be  a  function  of  different  sets  of  genes  in 
different  families.  New  molecular  genetic  and  biological  technologies  make  possible 
the  identification  of  vulnerability  genes  even  in  these  genetically  complex  disorders. 
Research  recently  has  identified  potential  vulnerability  loci  for  schizophrenia  on 
chromosome  6,  and  for  bipolar  disorder  on  chromosomes  6,  13,  15,  and  18.  Other 
studies  have  implicated  environmental  influences  such  as  Rh  incompatibility  and 
malnutrition  during  fetal  development  as  potential  "second  hits'Tor  the  development 
of  schizophrenia.  Successful  identification  of  genetic  and  environmental  factors 
creates  remarkable  promise  for  the  diagnosis,  treatment,  and  perhaps  even  for  the 
prevention  of  severe  mental  disorders  which,  collectively,  cost  the  Nation  $147  billion 
a  year. 

Integrative  Neuroscience.  NIMH's  mission  entails  research  that  extends  from 
questions  about  brain  cells,  to  the  overall  circuitry  of  the  brain,  to  the  social  context  in 
which  people  function.  The  breadth  of  these  issues  requires  research  that  integrates 
genetics,  neuroscience,  and  behavioral  science,  allowing  a  focus  on  the  interfaces 
between  genes,  the  brain,  and  behavior.  To  begin  to  integrate  the  massive  amounts  of 
information  being  generated  in  each  of  these  spheres,  one  increasingly  useful 
approach  involves  use  of  "gene  knockout"  and  transgenic  animals.  In  this  burgeoning 
field,  NIMH  is  able  to  draw  on  the  extensive  basic  behavioral  science  knowledge  base 
and  on  the  expertise  of  behavioral  scientists  that  Institute  support  has  helped  to 
nurture  over  the  years. 

Neuroimaging.  NIMH,  particularly  through  its  basic  science  laboratories,  has 
played  a  pioneering  role  in  the  development  of  today's  capacities  for  neuroimaging 
research.  Today,  using  tools  such  as  positron  emission  tomography  (PET),  functional 
magnetic  resonance  imaging  (fMRI),  single  photon  emission  computed  tomography 
(SPECT)  and  others,  investigators  are  able  to  capture  the  fleeting  events  that 
characterize  abnormal  brain  function,  and  thus  to  link  basic  biological  research  and 
the  knowledge  gained  from  it  to  the  treatment  requirements  associated  with  clinical 
manifestations  of  mental  illness. 

New  Treatments.  The  rapid  growth  of  neuroscience  already  has  led  to  the 
development  of  safer  and  more  effective  medications  for  certain  mental  disorders  than 
were  available  only  a  decade  ago.  The  new  generation  of  psychotherapeutic  drugs 
includes  clozapine,  an  antipsychotic  medication  which  addresses  the  negative,  as  well 
as  the  positive  symptoms  of  schizophrenia,  thus  helping  certain  patients  adjust  more 
smoothly  to  community  living.  An  entire  family  of  compounds  known  as  serotonin- 
selective  reuptake  inhibitors,  which  includes  fluoxetine  (Prozac),  have  produced 
dramatic  results  in  treating  depression,  panic  disorder,  obsessive-compulsive  disorder. 
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bulimia,  and  perhaps  even  alcoholism  and  obesity.  In  manic  depressive  illness, 
(bipolar  disorder),  manic  episodes  arc  particularly  disruptive.  Symptoms  such  as 
hyperactivity,  explosive  temper,  impaired  judgement,  delusions,  and  insomnia  often 
lead  to  alienation  from  family  and  friends,  job  loss,  indebtedness,  and  divorce.  Recent 
NIMH  research  has  shown  that  divalproex  is  an  effective  treatment  for  mania--  an 
expansion  of  therapeutic  capability  urgently  needed  by  patients  who  do  not  respond  to, 
or  tolerate  lithium,  a  drug  used  commonly  to  treat  bipolar  disorder. 

NIMH  research  has  demonstrated  the  importance  of  complementing 
psychopharmacologic  treatment  for  mental  disorders  with  adjunctive  psychotherapy 
and  various  other  forms  of  social  service  supports  to  maintain  and  build  on  the 
therapeutic  progress  achieved  with  medications.  This  genera!  line  of  research  led,  in 
the  i970's.  to  development  of  the  Program  for  Assertive  Community  Treatment 
(PACT),  a  model  for  comprehensive,  and  highly  flexible  community  care  for  persons 
with  schizophrenia  and  other  severe  mental  illness.  The  PACT  model  offers  medical, 
psychosocial,  and  rehabilitation  services,  seven  days  a  week,  24  hours  a  day,  to  ensure 
that  patients  do  not  lose  the  benefits  of  treatment  due  to  changes  in  settings  or 
providers.  Now  operational  at  340  sites  in  33  States,  PACT  is  the  only  full-service 
intervention  for  persons  with  severe  mental  illness  that  has  been  tested  in  multiple, 
randomized  clinical  trials  in  the  United  States  and  abroad.  Recently,  a  new  multisite 
study  of  client  outcomes  in  assertive  community  treatment  found  that  among  212 
clients  at  risk  for  psychiatric  rehospitalization,  the  intervention  reduced  the  frequency 
of  psychiatric  hospitalization  by  one-third  and  the  number  of  inpatient  days  by  50 
percent. 

To  build  on  its  successes  in  the  treatment  arena,  NIMH  is  funding  new 
avenues  of  research  that  not  only  will  help  translate  basic  research  into  effective 
medications,  but  also  will  accelerate  their  progress  through  critical  stages  of  clinical 
evaluation  and  regulatory  approval.  The  introduction  of  clozapine  for  schizophrenia 
hastened  the  search  for  other  radically  new  and  safer  medications  for  the  illness. 
Some  60  percent  of  patients  with  schizophrenia  respond  to  standard  antipsychotic 
medications;  of  those  who  do  not,  as  many  as  half  are  helped  by  clozapine.  Still, 
effective  medications  have  yet  to  be  found  for  significant  numbers  of  patients.  In 
early  1996.  new  drug  applications  for  several  new  antipsychotic  medications  had  been 
submitted  to  FDA,  and  several  more  were  poised  for  final  pre-approval  studies.  With 
these  new  compounds  in  the  pipeline,  the  next  clinical  challenge  will  be  to  sort  out  the 
relative  efficacy  of  each;  that  is,  to  determine  when  and  why  a  patient  who  does  not 
respond  to  one  medication  does  well  on  another. 

NATIONAL  INSTITUTE  ON  DRUG  ABUSE 

Research  Progess 

Prenatal  Cocaine  Adversely  Alters  Brain  Structure.  Daily  cocaine 
administration  has  been  found  to  cause  abnormalities  in  fetal  brain  development.  The 
National  Institute  on  Drug  Abuse  (NIDA)  researchers  have  demonstrated  that  daily 
cocaine  administration  to  pregnant  non-human  primates  in  doses  comparable  to  those 
found  in  human  abusers,  has  marked  effects  on  the  development  of  the  cerebral 


cortex.  Prenatal  administration  of  cocaine  led  to  severe  abnormalities  in  the  migration 
of  neurons  (a  critical  process  in  brain  development),  the  number  of  neurons  present 
after  birth,  and  the  structure  of  supporting  cells  in  the  cerebral  cortex.  When  postnatal 
brains  were  examined,  severe  disruptions  of  the  normal  structure  of  the  cerebral  cortex 
were  found  and  the  number  of  neurons  and  nonneuronal  cells  was  found  to  be 
decreased  by  10-15%  in  certain  layers  of  the  cerebral  cortex.  This  is  the  first  study  to 
demonstrate  clearly  defined  structural  changes  in  the  cerebral  cortex.  Findings  such  as 
these  have  implications  for  understanding  behavioral  and  learning  difficulties  in 
children  exposed  prenatally  to  cocaine. 

New  Brain  Neurotransmitter  Discovered.  NIDA-funded  researchers  have 
discovered  a  new  neuropeptide  (orphanin  FQ)  in  the  brain  which  may  represent  a 
whole  new  class  of  neurotransmitters.  While  orphanin  FQ  and  its  receptor  are  similar 
to  opioid  peptides  and  their  receptors,  surprisingly,  orphanin  FQ  produced  increased 
sensitivity  to  pain  rather  than  the  expected  analgesic  effect.  Dr.  David  Grandy 
(Oregon  Health  Science  University)  and  colleagues  arrived  at  the  finding  by  first 
cloning  a  recently  discovered  member  of  the  opioid  receptor  gene  family  and  then 
isolating  the  natural  neuropeptide  that  binds  to  the  receptor.  This  discovery  opens  a 
new  line  of  research  and  begins  to  elucidate  receptor  systems  extending  beyond  those 
for  the  classical  opiate  drugs.  It  may  have  major  implications  for  understanding  the 
mechanisms  underlying  addiction  as  well  as  for  advancing  our  ability  to  treat  pain. 

Long  Term  Negative  Consequences  of  Prenatal  Exposure  to  Phenobarbital. 
Prenatal  exposure  to  phenobarbital,  a  barbiturate,  has  been  found  to  have  measurable 
effects  that  extend  into  adulthood.  Researchers  studied  1 14  men  bom  between  1959 
and  1961  in  Copenhagen,  Denmark,  who  were  exposed  prenatally  to  phenobarbital. 
With  other  variables  matched  and  statistically  controlled,  the  results  of  intelligence 
tests  showed  that  the  group  exposed  to  phenobarbital  had  significantly  lower  scores 
than  those  not  exposed  to  the  drug. 

This  study  advances  our  understanding  about  the  profound  effects  of  parental 
drug  use  on  the  health  and  development  of  children.  Phenobarbital  is  a  legally 
prescribed  drug  that  also  has  abuse  potential.  Researchers  concluded  that  physicians 
should  use  increased  caution  in  prescribing  barbiturates  during  pregnancy. 

THE  NATIONAL  INSTITUTE  ON  ALCOHOL  ABUSE  AND  ALCOHOLISM 

Research  Progress 

Genetics.  The  tendency  for  alcoholism  to  run  in  families  is  well  established 
and  has  been  demonstrated  in  twin  and  adoption  studies.  The  National  Institute  on 
Alcohol  Abuse  and  Alcoholism  (NIAAA)  supported  researchers  are  conducting  the 
Collaborative  Study  on  the  Genetics  of  Alcoholism  (COGA)  to  resolve  the  genetic 
factors  that  determine  vulnerability  to  this  disease.  Advances  in  molecular  biology 
have  made  it  possible  to  search  systematically  for  individual  genes  contributing  to  an 
individual's  vulnerability  to  alcoholism.  COGA  examines  family  lineage,  using  these 
techniques  to  genetically  type  thousands  of  individuals  from  hundreds  of  families  in 
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which  alcoholism  is  multiply  represented.  This  immense  study  involves  examining 
the  genes  in  more  than  2,400  cell  lines  and  comparing  their  results  with  follow-up 
behavioral  studies  of  the  cell  donors  to  gauge  predictive  value  of  any  genes  they 
identify.  Scientists  conducted  psychological  interviews,  collected  blood  samples  for 
genetic  analysis,  and  gathered  other  information  through  brain  wave  tests.  Now 
COGA  researchers  have  found  that  for  some  marker  regions  on  genetic  material, 
alcoholics  are  much  more  likely  to  have  a  particular  variant  than  non-alcoholics.  One 
promising  result  is  that  preliminary  findings  indicate  one  region  includes  genes 
involved  in  the  processing  of  brain  chemicals.  Also,  four  "hot  spots"  have  appeared 
on  two  particular  chromosomes,  representing  the  beginning  of  a  map  of  promismg 
genetic  locations  linked  to  a  propensity  for  alcoholism.  One  region  of  a  chromosome 
appears  to  carry  a  gene  that  is  protective  against  alcoholism;  this  region  is  known  to 
carry  a  gene  for  an  enzyme  that  helps  break  down  alcohol  and  is  often  defective  in 
Asians.  Individuals  with  this  defect  experience  discomfort  when  drinking  alcohol, 
thus  improving  their  chances  of  avoiding  alcoholism.  Also  it  seems  that  variants  of 
another  enzyme  important  in  alcohol  metabolism  might  add  to  the  risk  for  alcoholism 
among  some  Native  Americans.  These  developments  herald  an  opportunity  to  break 
the  intergenerational  cycle  in  families  and  groups  predisposed  to  developing 
alcoholism. 

Fetal  Alcohol  Syndrome.  Alcohol  and  pregnancy  has  historically  been  a  major 
priority  research  area  for  the  Institute.  NIAAA  was  responsible  for  establishing  the 
fact  that  fetal  alcohol  syndrome  (FAS)  is  caused  by  alcohol  per  se  and  galvanizing 
efforts  to  alert  women  and  the  medical  community  to  the  dangers  of  drinking  during 
pregnancy.  This  led  to  a  host  of  prevention-related  act-vities.  including  the  1991 
Surgeon  General's  advisory,  the  Alcoholic  Beverage  Labeling  law  of  1988,  and 
prevention  research  to  test  the  efficacy  and  efficiency  of  educating  the  public  about 
the  risks  of  drinking  during  pregnancy.  FAS  results  in  problems  of  behavior  and 
cognition  and  is  one  of  the  leading  causes  of  mental  retardation.  Also,  FAS  in 
humans  is  characterized  by  craniofacial  defects  of  the  eyes,  upper  lip,  and  jaw  arising 
from  improper  development  of  the  cranial  neural  crest  during  embryogenesis.  A 
recent  NIAAA  study  has  provided  an  important  foundation  for  the  development  of 
potential  new  therapeutic  strategies  for  intervening  in  alcohol-related  embryonic 
disruption.  It  represents  a  major  step  forward  in  our  understanding  of  the  embryonic 
mechanisms  involved  in  the  development  of  fetal  alcohol  syndrome  (FAS).  NIAAA 
research  has  thus  contributed  a  new  approach  to  understanding  the  pathogenic 
mechanism  in  alcohol-disrupted  embryogenesis. 

Alcoholic  Liver  Disease.  Alcohol  directly  or  indirectly  affects  almost  every 
organ  system  in  the  body.  NIAAA  research  has  revealed  that  alcohol  is  the  direct 
toxin  in  alcoholic  liver  disease  and  that  a  specific  form  of  collagen  is  associated  with 
the  risk  of  cirrhosis-the  ninth  leading  cause  of  death  in  the  Nation,  with  an  annual  toll 
of  28,000  lives.  Millions  of  patients  world-wide  suffer  from  alcohol-induced  liver 
disease  as  a  result  of  excess  consumption  of  alcoholic  beverages.  Treatment  efforts 
have  been  largely  ineffective,  partly  because  the  exact  mechanisms  of  liver  damage 
promoted  by  alcohol  are  unknown.  An  NIAAA  study  represents  a  significant  change 
in  the  approach  to  treating  alcohol-related  liver  disease.  Scientists  have  demonstrated 
that  treatment  with  the  antibiotics  polymyxin  B  and  neomycin  which  target  intestine- 
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derived  endotoxin  producing  bacteria  prevented  alcohol-induced  liver  injury  in  the  rat 
model.  This  study  provides  a  potential  new  strategy  for  the  prevention  and  clinical 
management  of  alcohol-related  liver  disease. 

New  medications  for  the  treatment  of  alcoholism.  Last  year's  FDA  approval 
of  naltrexone  for  alcoholism  treatment  represented  a  significant  step  forward. 
Currently,  NIAAA-sponsored  clinical  trials  are  determining  which  groups  of  patients 
arc  most  responsive  to  this  medication  as  well  as  the  benefits  and  side  effects  of  its 
long  term  use.  Acamprosate,  a  new  compound,  acts  on  receptor  systems  in  the  brain 
and  is  being  tested  in  clinical  studies  throughout  Europe  with  promising  results. 
NIAAA  is  consulting  on  methodology  and  design  issues  and  has  provided  its 
treatment  manuals  to  pharmaceutical  companies  that  pl.in  to  initiate  clinical  trials 
when  acamprosate  is  approved  for  clinical  investigation  in  the  United  States. 
Development  and  testing  of  additional  new  medications  in  clinical  trials  arc 
underway.  These  include  nalmefene,  another  opiate  blocker,  as  well  as  serotonin  re- 
uptake inhibitors  for  alcoholics  with  collateral  major  depression,  serotonin  antagonists 
for  patients  with  early  versus  late  onset  alcoholism,  and  antidepressant  (imipramine) 
for  alcoholics  with  collateral  panic  disorder,  and  an  anxiolytic  (buspirone  is  in 
comparison  with  lithium).  This  research  is  paramount  to  finding  an  effective 
treatment  for  this  costly  disease. 

NATIONAL  CENTER  FOR  RESEARCH  RESOURCES 

Research  Progress 

The  National  Center  for  Research  Resources  (NCRR)  develops  and  supports 
critical  research  technologies  which  underpin  health-related  research  to  maintain  and 
improve  the  health  of  our  nation's  citizens.  NCRR  supports  shared  resources, 
sophisticated  instrumentation  and  technology,  models  for  the  study  of  human  disease, 
clinical  research,  and  improvement  of  research  capacity  for  underrepresented  groups. 

To  address  emerging  basic  and  clinical  research  needs,  NCRR  is  uniquely 
positioned  to  provide  multidisciplinary  shared  resource  support  in  partnership  with 
other  Institutes  as  well  as  primary  research  support.  Recent  contributions  which  are  a 
consequence  of  previous  appropriations  include: 

Mathematical  models  and  corroborating  clinical  studies  reveal  that 
surprisingly  large  amounts  of  human  AIDS  virus  are  present  in  HIV-infected 
individuals,  even  in  asymptomatic  patients  early  in  the  disease  process. 
Approximately  10  billion  virus  particles-about  fifteen  times  the  number  expected-are 
generated  each  day.  HIV-infected  CD4-J-  lymphocyte  cells  have  an  average  life  span 
of  about  two  days.  These  studies  indicate  that  the  potential  for  viral  mutation,  and 
subsequent  drug  resistance,  is  so  great  that  a  single  drug  is  unlikely  to  control  HIV 
infection.  In  fact,  investigators  participating  in  an  AIDS  Clinical  Trial  Group  at  an 
NCRR-supported  General  Clinical  Research  Center  (GCRC)  demonstrated  that 
treatment  of  HIV-infected  patients  with  a  combination  of  three  drugs  (saquinavir, 
zidovudine,  and  zalcitabine)  was  effective  in  reducing  HIV  replication,  increasing 


CD4+  cell  counts,  and  decreasing  levels  of  two  activation  markers  in  the  blood  which 
arc  measures  of  antiviral  response. 

Nonhuman  primate  models  have  proved  invaluable  to  understanding  many 
aspects  of  HIV  pathogenesis  and  have  provided  important  leads  for  intervention  and 
potential  cure.  A  recent  NCRR  study  examining  oral  transmission  of  the  HIV  virus  in 
monkeys  has  demonstrated  that  the  animals  can  be  infected  via  this  route  and  at 
extremely  low  levels  of  exposure.  This  research  suggests  that  infection  is  possible  not 
only  through  vaginal  and  anal  transmission,  but  also  through  the  oral  mucosa. 

Cardiac  arrhythmias,  or  irregular  heartbeats,  account  for  about  1 1  percent  of  all 
natural  deaths.  GCRC  investigators  studied  217  members  of  two  families  who  showed 
symptoms  of  Long  QT  syndrome,  an  associated  disorder  that  can  cause  sudden  loss  of 
consciousness,  seizures,  and  sudden  death,  even  in  apparently  healthy  people.  By 
isolating  and  describing  a  new  gene,  named  KVLQTI,  the  scientists  determined  that 
mutations  in  this  gene  cause  Long  QT  syndrome.  Mutations  of  this  gene  may  lead  to 
increased  risk  of  irregular  heartbeats. 

Using  the  Internet,  investigators  at  remote  sites  can  access  highly  sophisticated 
and  expensive  technologies,  such  as  intermediate  voltage  electron  microscope  and 
real-time  interactive  magnetic  resonance  imaging.  To  further  enhance  access, 
specialized  software  is  also  available  on  the  Internet  such  as  the  unique  and  versatile 
program  called  Mx  which  is  designed  to  help  geneticists  analyze  masses  of  data  to 
identify  how  genetic  factors  influence  human  traits. 

There  is  a  rapidly  increasing  demand  for  synchrotron  facilities  needed  for  the 
determination  of  three  dimensional  structure  of  crystalline  proteins  and  protein 
complexes.  This  technology  has  enabled  the  determination  of  the  three  dimensional 
structure  of  the  heat  shock  protein  10  of  Mycobacterium  leprae  (the  organism 
responsible  for  leprosy).  This  is  an  important  step  in  understanding  this  family  of 
proteins  whose  role  in  this  organism  is  to  ensure  the  proper  folding  of  many  proteins 
within  the  cell,  and  is  critical  to  all  cell  protein  function. 

A  Clinical  Research  Infrastructure  Initiative  was  implemented  to  provide 
support  for  development  of  clinical  research  faculty,  specialized  facilities,  and  core 
laboratories  for  clinical  research,  and  for  clinical  research  protocols  at  minority 
medical  schools.  Also  initiated  was  the  Research  Infrastructure  in  Minority 
Institutions  (RIMI)  Program  to  encourage  and  facilitate  biomedical  research  and 
mentoring  interactions  between  minority  baccalaureate  institutions  and  doctoral 
degree  granting  institutions. 

NATIONAL  CENTER  FOR  HUMAN  GENOME  RESEARCH 

Research  Progress 

The  National  Center  for  Human  Genome  Research  (NCHGR)  was  created 
with  the  specific  mission  of  developing  detailed  maps  of  the  human  genome  and 
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analyzing  the  exact  DNA  sequence  of  the  estimated  100,000  human  genes  in  order  to 
speed  up  research  on  understanding  the  role  that  genes  play  in  health  and  disease.    In 
its  8  years  of  existence,  the  Center  has  been  remarkably  successful  in  pursuing  this 
mission. 

The  maps  that  have  been  produced  have  already  contributed  to  the  discovery 
of  62  disease  genes,  including  those  for  early  onset  breast  cancer,  hereditary  colon 
cancer,  polycystic  kidney  disease,  Huntington's  disease,  and  the  most  common  form 
of  skin  cancer.  Discovery  of  disease  genes  will  dramatically  improve  our  ability  to 
develop  tests  for  individuals  who  are  at  risk  for  the  diseases,  and  enhance  early 
treatment  and  prevention.  In  the  longer  term,  these  gene  discoveries  will  lead  to 
radically  new  and  more  effective  therapies. 


goals: 


Scientists  supported  by  the  NCHGR  have  already  achieved  the  following 


•  Completed  detailed  genetic  maps  of  the  human  genome  and  the  mouse 
genome.  These  maps  provide  powerful  tools  aiding  scientists  in  search  of 
disease  genes. 

•  Brought  the  physical  map  of  the  human  genome,  a  more  detailed  map,  to  95 
percent  completion. 

•  In  collaboration  with  an  international  consortium  of  scientists,  sequenced  the 
entire  DNA  of  yeast,  a  single-celled  organism  similar  in  cell  function  and 
organization  to  the  human. 

•  Started  a  pilot  study  to  explore  the  feasibility  of  large-scale  sequencing  of 
human  DNA.  This  initiative,  which  involves  six  U.S.  research  centers,  marks 
the  transition  to  the  next  phase  of  the  Human  Genome  Project:  determining  the 
sequence  of  the  3  billion  subunits,  or  bases,  of  human  DNA. 

•  Developed  numerous  technologies  that  make  research  on  genes  faster,  more 
efficient  and  less  expensive. 

•  Developed  proposed  policies  on  a  number  of  critical  ethical,  legal,  and  social 
issues  related  to  genetics  research:  discrimination  in  employment  and 
insurance,  privacy,  and  genetic  testing. 

NATIONAL  INSTITUTE  FOR  NURSING  RESEARCH 

Research  Progress 

Studies  supported  by  the  National  Institute  of  Nursing  Research  (NINR)  have 
produced  advances  in  the  following  areas  of  scientific  emphasis: 
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Risk  Assessment.  While  pressure  sores  can  develop  within  hours,  healing 
usually  takes  from  two  to  five  months,  with  documented  cases  of  failure  to  heal  for 
more  than  a  year.  Investigators  have  developed  a  rating  scale  that  optimizes 
prediction  of  pressure  sore  development  in  an  older  patient  population.  The  ability  to 
identify  individuals  at  risk  within  a  few  days  of  nursing  home  admission  permits 
timely  intervention,  limiting  further  deterioration  in  these  patients  and  leading  to 
major  decreases  in  the  enormous  annual  health-care  costs  for  long-term  wound  care. 

Risk  Reduction.  Stroke  rehabilitation  has  traditionally  emphasized  improved 
self-care  abilities  through  restored  muscle  strength  and  coordination.  However,  the 
role  of  aerobic  exercise  training  in  functional  recovery  has  not  been  well  documented. 
In  a  study  to  test  stroke  patients'  responses  to  intense  exercise  and  aerobic  training,  it 
was  shown  that  moderately  disabled  individuals  could  improve  their  aerobic  capacity 
with  exercise  training.  Aerobic  training  also  reduced  exercise  systolic  blood  pressure 
levels.  This  result  can  have  important  implications  for  reducing  the  risk  of  future 
strokes  in  patients  who  respond  to  everyday  activities  and  exercise  with  a  significant 
rise  in  blood  pressure. 

Recovery  from  Trauma.  When  severe  head  injury  is  untreated,  brain  tissue 
and  cells  are  deprived  of  sufficient  oxygen,  leading  to  the  formation  of  metabolic 
toxins  that  contribute  to  progressive  deterioration  of  the  brain.  Using  a  canine  model, 
researchers  have  found  that  the  administration  of  an  antioxidant-deferoxamine-is 
effective  in  mopping  up  these  metabolic  toxins.  This  study  points  to  a  potential  target 
for  therapeutic  intervention  following  trauma  to  the  brain. 

Symptom  Management.  Women  frequently  experience  changes  in 
gastrointestinal  function  that  are  linked  to  the  menstrual  cycle.  Symptoms  associated 
with  these  changes  include  stomach  pain,  diarrhea,  constipation,  and  nausea.  A  study 
was  undertaken  to  determine  whether  these  symptoms  are  related  to  ovarian  hormone 
activity  or  other  factors.  The  results  clearly  demonstrated  that  ovarian  hormones 
modulate  gastrointestinal  function.  Since  estrogen  receptors  exist  along  the  length  of 
the  gastrointestinal  tract,  this  research  suggests  that  ovarian  hormones  may  have  a 
direct  effect  on  gastric  muscles  or  nerve  elements  within  the  gut  wall,  thus  producing 
the  intestinal  symptoms  associated  with  the  menstrual  cjcle. 

Transitional  Care.  Early  hospital  discharge  can  be  beneficial  to  patients  and 
reduce  the  costs  of  care.  However,  inadequate  planning  can  lead  to  rehospitalization 
and  increased  visits  to  the  doctor,  particularly  among  at-risk  groups  who  may  not  have 
sufficient  finances  and  family  support.  Researchers  have  designed  a  program  to 
prepare  patients  for  discharge  and  provide  support  at  home  under  the  guidance  of  an 
advanced  practice  nurse.  This  versatile  program,  which  can  be  tailored  to  diverse 
patient  populations  and  types  of  hospital  facilities,  has  demonstrated  significant  cost 
savings  and  patient  satisfaction  in  several  high-risk,  high-cost,  or  high-volume  patient 
groups. 


372 

FOGARTY  INTERNATIONAL  CENTER 
Research  Progress 

Clearance  of  HIV  lnfcction--A  central  question  in  AIDS  research 
regards  the  capacity  of  individuals  exposed  to  HIV  to  elicit  an  immune  response. 
Under  the  support  of  the  National  Institute  of  Child  Health  and  Development  ( 
NICHD),  National  Institute  of  Allergy  and  Infectious  Diseases  (NIAID),  National 
Center  for  Research  Resources  (NCRR)  and  Fogarty  International  Center  (FIC), 
scientists  at  University  of  California,  Los  Angeles  (UCLA)  described  the  apparent 
clearance  of  HIV  from  an  infant  infected  perinatally.  HIV-1  was  detected  by  culture 
and  polymerase  chain  reaction  tests  of  HIV- 1  DN A  within  the  first  two  months  of 
birth.  At  1 4  months,  the  child  was  seronegative  by  virus  culture  and  PCR  tests. 
Subsequent  tests  also  have  been  negative  through  5  years  of  age.  A  resulting 
hypothesis  is  that  low  amounts  of  virus  in  the  presence  of  maternal  antibody  may 
serve  to  immunize  the  infant,  and  potentially  confer  longer-term  immunity.  The 
findings  of  the  UCLA  group  serve  as  a  basis  for  subsequent  research  on  HIV 
pathogenesis  and  the  mechanisms  of  mother-to-child  transmission.  The  elucidation  of 
viral  and  host  factors  related  to  HIV  clearance  may  provide  new  clues  to  HIV  vaccines 
and  new  therapeutic  interventions. 

Potential  Cross-Reactive  Immunity  in  HIV  Types  I  and  2-HIV-l  and  the  less 
common,  less  virulent  form  of  the  virus  known  as  HIV-2  are  antigenically  related  but 
distinct  forms  of  HIV.  Significant  differences  have  been  observed  in  the  progression 
to  clinical  AIDS  and  in  rates  of  transmission  between  the  two  types.  With  the 
supports  of  NIAID,  NCI  and  FIC,  researchers  at  Harvard  University  have  provided 
important  new  insights  on  the  potentially  protective  effect  of  HIV-2  against 
subsequent  infection  with  HIV-1.  Scientists  analyzed  the  spread  of  HIV-1  and  HIV-2 
among  commercial  sex  workers  in  Dakar,  Senegal.  Women  infected  with  HIV-2 
either  before  or  during  the  study  had  a  dramatically  lower  incidence  of  HIV-1 
infection  than  HIV-seronegative  women.  As  a  result  of  these  findings,  new  areas  of 
study  have  been  identified  concerning  correlates  of  immunity  to  HIV- 1  and  strategies 
for  HIV-1  vaccine  development. 

Mechanisms  of  Cell  and  Tissue  Injury— A  Fogarty-supported  Scholar  from 
Scotland  and  collaborators  at  NINDS  and  NIAID  have  provided  insights  into  one 
mechanism  that  may  underlie  damage  to  nervous  system  cells  caused  by  varicella- 
zoster  virus  (VZV).  Following  primary  infection  with  VZV,  which  leads  to 
chickcnpox,  the  virus  remains  dormant  within  the  nervous  system.  To  assist  in 
understanding  the  mechanism  by  which  VZV  causes  disease,  including  a  subsequent 
secondary  infection,  zoster  or  "shingles,"  complicating  conditions  of  either  primary  of 
secondary  infection,  researchers  infected  a  sub-set  of  cells  from  human  nervous  tissue 
with  VZV  in  vitro  and  observed  the  attendant  changes  in  cellular  morphology  and  the 
expression  of  one  key  structural  protein.  A  marked  reduction  was  seen  in  expression 
of  the  protein,  which  suggests  an  underlying  pathology  that  causes  VZV  to  damage 
nerve  cells.  These  findings  may  provide  insights  into  the  mechanisms  by  which  other 
viruses  cause  disease  in  the  nervous  system. 
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Imaging  Technology  for  Cell  and  Structural  Biology--A  Fogarty-supported 
Scholar  from  Russia  and  collaborators  at  NICHD  developed  a  technique  that  will 
provide  insights  into  the  mechanisms  which  underlie  a  range  of  biological 
phenomena,  including  metastasis  of  cancerous  cells,  the  interaction  of  immune  cells 
with  virus-infected  cells,  and  the  interaction  between  growing  neurons  and  their  target 
tissues.  The  technique  combines  methodologies  for  growing  blocks  of  tissue  in  vitro 
with  microscopic  methods  that  enable  scientists  to  view  serial  sections  of  the  tissue 
block  without  physically  sectioning  the  block  (optional  sectioning).  Individual  cells 
or  nerve  processes,  labeled  with  a  fluorescent  marker,  are  visualized  as  they  interact 
with  cells  and  tissues  in  a  three-dimensional  environment  that  more  accurately  reflects 
the  in  vivo  state  than  previous  methods  have  permitted.  Other  potential  applications 
of  this  technique  are  manifold  and  include  wound  healing  and  the  development  of 
therapeutics  for  infections. 

NATIONAL  LIBRARY  OF  MEDICINE 

Research  Progress 

The  National  Library  of  Medicine  (NLM)  is  responsible  for  meeting  the 
information  needs  of  our  Nation's  physicians,  research  scientists,  and  other  health  care 
professionals  as  they  strive  to  improve  our  public  health.  New  communication  and 
information  technologies  are  revolutionizing  the  ways  in  which  science  is  conducted 
and  research  results  are  disseminated.  The  growth  of  the  National  Information 
Infrastructure  (Nil)  and  the  increasing  access  to  high  speed  computers  and 
communications  by  health  care  providers,  public  health  professionals,  scientists  and 
consumers  is  having  a  fundamental  impact  on  health  and  human  services  throughout 
the  nation.  Medical  applications  involving  the  latest  information  and  communications, 
technology  are  being  carried  out  at  universities  and  nonprofit  research  institutions, 
with  funds  provided  by  the  NLM  in  such  areas  as  telemedicine,  testbed  networks  for 
health  care,  computer-based  patient  data,  integrating  access  to  health-related 
information,  medical  linguistics,  and  health  services  research. 

The  National  Center  for  Biotechnology  Information  maintains  the  GenBank 
database  of  molecular  sequence  information  whose  size  is  doubling  annually  as  a 
result  of  human  genome  research.  Currently  there  are  30,000  queries  a  day  to 
GenBank.  With  the  success  of  the  genome  project,  other  NIH  institutes  are  initiating 
new  projects  to  exploit  this  data  and  are  requiring  increasing  support  from  the  Center. 
Imaging  is  another  important  application  of  the  NIL  The  Visible  Human  project  has 
resulted  in  two  data  sets  of  MRI,  CT  and  anatomical  images  from  male  and  female 
cadavers  that  are  being  used  a  variety  of  educational,  scientific,  artistic,  and 
commercial  ways  (more  than  400  licenses  have  been  signed  by  users  in  23  countries) 
and  has  received  worldwide  press  attention.  NLM  has  recently  made  Internet  Grateful 
Med  (IGM)  available  to  the  public.  IGM  allows  anyone  with  a  Worid  Wide  Web 
(WWW)  browser,  such  as  Netscape,  to  search  MEDLINE  easily  and  quickly  and,  if 
necessary,  to  send  a  request  to  one's  local  library  for  a  copy  of  article  found  in 
MEDLINE.  IGM  makes  extensive  use  of  the  UMLS  (Unified  Medical  Language 
System)  Metathesaurus  to  improve  user's  retrieval.  The  Worid  Wide  Web  will  also 
make  possible  the  fulfillment  of  a  long-felt  need  to  extend  the  capabilities  of 
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MEDLINE  beyond  references  and  abstracts  so  as  to  permit  health  professionals  to 
retrieve  the  full  text  of  scientiTic  articles.  The  "PubMed"  experiment,  a  collaboration 
between  the  National  Library  of  Medicine  and  publishers  of  biomedical  journals,  will 
link  MEDLINE  to  online  journals  through  the  World  Wide  Web.  Recognizing  that 
more  health  professionals  should  be  using  the  Library's  computer-based  information 
services,  the  Congress  has  directed  that  NLM  undertake  an  outreach  program  to 
scientists,  health  care  providers,  and  students.  In  response,  the  Library  has  developed 
a  long-term,  wide-reaching  effort  to  make  health  professionals  across  the  country 
more  aware  of  the  medical  information  resources  that  NLM  provides,  to  facilitate  their 
access  to  these  national  resources,  to  train  them  in  the  use  of  Grateful  Med,  and, 
whenever  possible,  to  link  them  to  local  library  services,  with  a  special  focus  on 
reaching  those  who  have  been  traditionally  "underserved":  rural  practitioners  and 
those  who  serve  minority  populations. 

OFFICE  OF  AIDS  RESEARCH 

Research  Progress 

The  NIH  AIDS  research  program  has  made  remarkable  progress  through  its 
investment  both  fundamental  and  applied  research. 

Among  the  most  impressive  accomplishments  during  the  past  years  are: 

1 )  The  introduction  of  a  new  generation  of  anti-HI V  drugs,  the  protease 
inhibitors,  developed  in  the  pharmaceutical  industry  but  based  on  fundamental 
research  sponsored  by  (and  in  some  instances  performed  at)  NIH.  These  new  drugs 
have  been  demonstrated  both  by  pharmaceutical  industry  and  NIH  sponsored  research 
to  have  a  profound  effect  on  the  progress  of  HIV  infection.    When  used  together  with 
reverse  tranvScriptase  inhibitors  they  can  reduce  plasma  HIV  to  undetectable  levels  in 
the  substantial  majority  of  infected  individuals.  These  low  virus  levels  have  been 
sustained  for  periods  up  to  one  year.  It  is  anticipated  that  the  use  of  drug  combination 
therapy  will  have  a  major  impact  on  the  treatment  of  HIV  infection,  possibly  allowing 
control  for  extended  periods  of  time. 

2)  During  the  past  year,  a  new  family  of  co-receptors,  critical  for  HIV  entry 
into  cells,  has  been  discovered.  These  molecules  are  receptors  for  a  class  of  cytokines 
described  as  CC  chemokines.  Furthermore,  independent  studies  have  shown  that 
three  CC  chemokines  (Rantes,  MlPa  and  MIPP)  can  profoundly  suppress  infection  of 
certain  cell  types  by  HIV,  emphasizing  the  critical  role  that  chemokine  receptors  play 
in  the  infection  process.  This  discovery  has  major  implications  for  understanding  the 
process  of  infection  and  of  the  life  cycle  of  HIV  and  suggests  a  new  target  for  drug 
development. 

3)  Studies  of  early  intervention  in  animal  models  have  demonstrated  that 
preventing  virus  replication  early  in  infection  can  profoundly  alter  the  long-term 
progress  of  infection.  Indeed,  scientists  have  extended  this  to  the  treatment  of  early 
HIV  infection  of  humans  with  combination  chemotherapy.  Results  suggest  that 
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effective  treatment  in  the  very  early  phases  of  infection  can  entirely  change  the 
progress  of  infection.  Studies  are  in  progress  to  determine  whether  long-term 
resistance  to  development  of  AIDS  and  extended  survival  is  achieved  by  such 
treatment.  Indeed,  it  is  possible  that  aggressive  early  treatment  (in  the  acute  phase  of 
infection)  may  allow  the  actual  eradication  of  HIV  from  a  host. 

4)  Prevention  and  treatment  of  sexually  transmitted  diseases  have  been  shown 
to  substantially  reduce  the  risk  of  transmission  of  HIV  and  thus  to  diminish  the 
incidence  of  infection  in  populations  receiving  such  treatment. 

5)  Introduction  of  tests  of  viral  burden  and  their  use  in  cohorts  of  individuals 
in  epidemiological  studies  have  revealed  that  the  level  of  virus  predicts  long-term 
outcome  very  well.  Thus,  such  tests  will  be  of  value  in  providing  patients  with  a 
prognosis,  in  determining  the  effectiveness  of  anti-retroviral  treatment,  and  in 
appreciating  when  resistance  mutations  arise  that  reduce  the  effectiveness  of  a  drug. 

PRIORITY  SETTING  PROCESS 

Question.  Receive  a  list  of  criteria  upon  which  each  institute  director 
bases  the  priority  setting  for  their  programs. 

Answer.  The  attached  material  is  provided  by  the  individual  NIH 

Institutes  and  Centers  (ICs)  in  response  to  a  question  about  how  each  Institute 
Director  determines  priorities  for  his  or  her  research  program.  The  matter  of 
priority-setting  at  the  NIH  will  be  a  major  topic  of  discussion  at  the  Leadership 
Forum  that  will  be  held  September  3-4  involving  the  NIH  Director,  the  IC 
Directors  and  key  staff  of  the  Office  of  the  NIH  Director. 

NATIONAL  CANCER  INSTITUTE 

Priority  Setting  Process 

The  National  Cancer  Institute  strives  to  reduce  cancer  incidence,  morbidity, 
and  mortality  through  the  development  of  new  strategies  to  prevent  and  cure  cancer 
based  on  continuously  increasing  knowledge  of  the  cancer  process.  To  achieve  these 
goals,  it  supports  the  highest  quality  and  most  important  cancer  research,  funds  the 
development  and  improvement  of  the  research  infrastructure,  fosters  research  training 
and  education,  and  disseminates  information  to  the  public,  the  scientific  community, 
and  health  care  professionals.  To  meet  the  challenge  to  reduce  the  burden  of  cancer, 
NCI  must  respond  to  needs  and  scientific  opportunities,  articulate  priorities  and  create 
the  structures  to  support  them,  and  evaluate  progress.  Concurrently,  NCI's  goal  is  to 
assure  that  the  Nation's  cancer  research  resources  are  used  as  effectively  as  possible. 
Some  of  the  strategies  used  by  NCI  to  identify  opportunities  and  set  priorities  are 
described  below. 
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NCI's  Executive  Committee  (EC)  is  the  major  policy,  planning  and 
implementing  body  of  the  Institute.  It  consists  of  the  Director,  Deputy  Director. 
Associate  Directors  for  Intramural  and  Extramural  Management  and  the  Division 
Directors  as  well  as  the  chairs  of  the  Intramural  Advisory  Board  (lAB),  the  Extramural 
Advisory  Board  (EAB),  the  Board  of  Scientific  Counselors  (BSC)  which  oversees  the 
intramural  research  program,  and  the  Board  of  Scientific  Advisors  (BSA)  which 
oversees  the  extramural  research  program.  In  addition  to  advising  on  strategic 
direction,  the  EC  focuses  on  operational  decisions  such  as  approving  the  allocation  of 
the  overall  Institute  budget,  setting  the  grant  payline,  and  approving  funding  plans  and 
grant  exceptions  (including  Accelerated  Executive  Review). 

NCI  is  also  guided  by  the  recommendations  of  specially  constituted  groups, 
which  include  scientists,  clinical  investigators,  and  representatives  from  the  lay 
community,  convened  to  address  specific  issues.  Advice  from  these  groups  may 
include  changes  in  program  direction,  new  areas  of  emphasis,  needed  reforms,  etc. 
For  example  recommendations  resulting  from  a  review  of  NCI's  Intramural  Program 
(IRP),  conducted  under  the  auspices  of  the  National  Cancer  Advisory  Board  (NCAB), 
resulted  in  reorganization  and  major  changes  in  focus  in  the  IRP.  Examples  of  some 
recently  convened  groups  and  their  areas  of  interest  follow. 

•  Through  Program  Review  Groups,  NCI  is  evaluating  5  major  program  areas: 
Clinical  Trials,  Cancer  Centers,  Developmental  Therapeutics,  Prevention  and 
Cancer  Control.  These  groups  will  recommend  future  directions  and  priorities 
for  these  programs. 

•  Working  Groups  have  been  formed  to  advise  NCI  about  new  opportunities  and 
initiatives  in  specific  areas  such  as  Cancer  Genetics,  Developmental 
Diagnostics,  AIDS  Malignancies,  and  Animal  Models.  For  example,  the 
Cancer  Genetics  Working  Group  identified  a  need  for  a  cancer  genetics 
network,  and  NCI  is  developing  the  structure  and  resources  to  support  this 
effort. 

•  Progress  Review  Groups  will  assess  where  the  NCI  stands  in  particular  areas 
of  science  (or  infrastructure)  such  as  site  specific  cancers,  and  will  provide 
advice  that  complements  the  major  program  reviews  and  links  findings  of 
other  planning  activities  to  the  scientific  decision-making  of  the  Institute. 

In  addition  to  these  advisory  groups,  the  Presidentially-appointed  NCAB 
provides  oversight  and  guidance  to  NCI  about  cancer  research  priorities.  For 
particular  issues  such  as  survivorship  and  special  populations  that  cross  organizational 
boundaries  and  affect  much  of  NCI's  priority-setting,  planning,  and  decision-making, 
NCI  has  established  offices  that  will  help  the  Institute  identify  opportunities,  gaps  and 
ways  to  integrate  these  issues  into  research  efforts  and  to  accomplish  goals. 

NCI's  Bypass  Budget,  which  is  prepared  annually  and  submitted  directly  to  the 
President  for  review  and  transmittal  to  Congress,  articulates  a  scientific  vision  for  the 
Institute  that  looks  forward  several  years  and  describes  the  resources  needed  to  build 


377 


on  the  progress  achieved,  as  well  as  to  take  advantage  of  new  needs  and 
unprecedented  opportunities.  The  Institute  seeks  advice  from  many  sources  to 
identify  these  opportunities  which  must  meet  certain  criteria  including:   1 )  the 
initiatives  must  respond  to  an  opportunity  opened  by  a  recent  change  or  development; 
2)  the  initiatives  must  provide  approaches  that  go  beyond  the  size  and  scope  of  NCI's 
current  portfolio  of  research  activities  but  can  be  capitalized  on  with  specific,  defined 
investments;  and  3)  the  opportunities  must  have  goals  with  achievable  milestones. 
These  opportunities  form  the  basis  for  setting  future  research  priorities. 

NCI  is  very  receptive  to  ideas  about  research  that  scientists  propose,  and 
recognizes  that  pivotal  advances  often  result  from  these  ideas.  For  this  reason,  the 
Institute  is  committed  to  providing  sufficient  support  to  enable  scientists  to  pursue 
those  ideas  with  the  greatest  scientific  opportunity--that  is,  the  greatest  opportunity  to 
increase  our  knowledge  of  cancer.  Thorough  peer  review  ensures  that  research 
applications  are  judged  by  scientists.  Funding  decisions  then  are  based  principally  on 
the  advice  of  the  peer  review  groups  themselves  as  to  which  areas  and  projects  have 
the  greatest  potential  to  expand  our  knowledge  of  cancer.  Advances  against  one  type 
of  cancer  may  affect  every  other  type  of  cancer,  and  occur  in  fundamental  and  applied 
research. 

Through  these  varied  mechanisms  and  advisory  groups,  NCI  strives  to  set 
priorities  that  will  allow  the  Institute  to  maintain  a  balance  in  supporting  research 
opportunities  generated  by  the  scientific  community  while  also  stimulating  research  in 
areas  of  need  based  on  the  cancer  burden. 

NATIONAL  HEART  LUNG  BLOOD  INSTITUTE 

Priority  Setting  Process 

The  Institute  provides  leadership  for  a  national  research  program  on  heart, 
lung,  blood  diseases,  and  sleep  disorders.  Included  within  the  mission  of  the  National 
Heart  Lung  Blood  Institute  (NHLBI)  are  three  of  the  four  leading  causes  of  death: 
coronary  heart  disease,  stroke,  and  chronic  obstructive  pulmonary  disease. 

The  NHLBI  uses  several  criteria  to  allocate  funds.  The  principal  criteria  for 
dividing  the  budget  among  its  program  components  are: 

•  The  importance  of  the  public  health  problem  as  measured  by  mortality, 
morbidity,  economic  costs,  and  potential  for  improvements  in  the  quality  of 
life;  and 

•  The  state  of  the  science  as  judged  by  the  opportunity  for  major  advances  in  our 
understanding  of  a  disease  process  or  processes,  the  merit  of  ongoing  and 
proposed  new  programs,  the  need  to  stimulate  a  research  area  and  the 
adequacy  of  facilities  and  trained  personnel  to  conduct  the  research. 

The  major  program  areas  of  the  Institute  are  heart  and  vascular  diseases,  lung 
diseases,  blood  diseases  and  resources,  sleep  disorders,  and  intramural  research. 
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Primarily  because  of  their  importance  as  public  health  problems,  sixty  percent  of  the 
resources  made  available  to  the  Institute  arc  directed  toward  research  on 
cardiovascular  diseases.  Research  on  lung  diseases,  which  include  chronic  obstructive 
pulmonary  diseases  and  asthma,  are  allocated  about  fifteen  percent  of  the  budget. 
Research  on  blood  diseases,  including  thrombosis  research  and  such  devastating 
genetic  diseases  as  sickle  cell  disease  and  hemophilia,  are  also  allocated  about  fifteen 
percent.  Sleep  disorders  research,  a  newly  recognized  and  growing  health  problem, 
receives  about  one  percent  of  the  NHLBI  budget,  but  is  augmented  by  research  in 
eight  other  Institutes.  The  intramural  research  program  is  a  separate  category  because 
it  is  research  conducted  at  NIH  that  seeks  to  stay  on  the  cutting  edge  and  requires 
stable  funding  over  many  years  to  reach  fruition.  This  research  covers  many  of  the 
disease  areas  within  the  mission  of  the  Institute  and  is  allocated  about  eight  percent  of 
the  budget. 

Of  course,  nearly  two-thirds  of  the  research  conducted  and  supported  by  the 
Institute  is  basic  research  and  therefore  knowledge  gained  from  this  research  may 
apply  to  diseases  in  several  of  the  Institute's  program  areas,  and  to  diseases  that  are 
primarily  the  responsibility  of  other  Institutes  at  the  NIH.  The  proportion  of  the 
budget  devoted  to  basic  research  reflects  the  fact  that  understanding  fundamental 
biological  processes  undergirds  new  prevention  and  treatment  strategies  that  are 
reflected  in  lower  death  rates  and  remarkable  improvements  in  the  quality  of  life  for 
many  patients  with  acute  and  chronic  diseases. 

NATIONAL  INSTITUTE  ON  DENTAL  RESEARCH 

Priority  Setting  Process 

(Note:  The  new  Director  of  NIDR,  Dr.  Harold  C.  Slavkin,  assumed  leadership 
of  the  Institute  in  July,  1995.  He  has  initiated  a  strategic  planning  process  which 
includes  an  articulation  of  the  NIDR  mission  and  a  set  of  management  principles. 
The  mission  statement  and  portion  of  the  management  principles  relevant  to  setting 
research  priorities  is  given  below.] 

Mission:  The  mission  of  the  National  Institute  of  Dental  Research  (NIDR)  is 
to  improve  and  promote  dental,  oral,  and  craniofacial  health  through  research. 

NIDR  Operating  Management  Principles; 

An  organization's  values  are  often  codified  in  a  philosophy  of  operations  or  as 
operating  management  principles.  The  principles  explain  how  the  organization 
approaches  its  work,  how  its  internal  affairs  are  managed,  and  how  it  relates  to  the 
external  environment.    In  a  values-driven  organization,  all  members  of  the 
organization  know  and  practice  the  operating  principles  in  their  day-to-day  work. 
Below  are  NIDR's  Operating  Management  Principles. 

We  have  developed  a  series  of  management  principles  which  guide  the 
operation  and  management  of  our  Institute's  functions  in  accomplishing  its  mission. 
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They  include  establishment  of  priorities,  management  of  our  functions,  management 
of  our  human  resources,  and  management  of  our  impact  beyond  NIDR.  Where 
appropriate,  we  coordinate  these  principles  with  NIH-wide  activities.  Following  are 
our  guidelines  governing  research  priorities. 

ESTABLISHMENT  OF  OUR  PRIORITIES 

a.  NIDR  develops  and  maintains  a  pro-active  process  for  reviewing,  renewing 
and  setting  scientific  and  programmatic  priorities  and  directions.  We  systematically 
obtain  advice  from  a  broad  range  of  experts  across  scientific  disciplines. 

b.  In  reviewing  potential  opportunities  and  existing  programs  in  science  and 
management,  we  consider  merit  and  Institute  mission  as  two  major  decision-making 
criteria. 

c.  In  establishing  research  priorities,  we  consider  public  health  urgency; 
existing  gaps  in  knowledge  and  application;  economic  and  quality  of  life  issues 
related  to  the  disease/condition  in  question;  the  status  of  current  efforts  directed 
toward  the  disease/condition  by  NIDR,  NIH  and  other  institutions;  balance  among 
basic,  translational,  applied  and  sub-categories  of  applied  research,  and  between 
intramural  and  extramural  research;  and  mechanisms  available  to  conduct  the 
research. 

NATIONAL  INSTITUTE  OF  DIABETES  AND  DIGESTIVE  AND  KIDNEY 
DISEASES 

Priority  Setting  Process 

The  National  Institute  of  Diabetes  and  Digestive  and  Kidney  Diseases 
(NIDDK)  provides  leadership  for  a  national  program  in  diabetes,  endocrinology  and 
metabolic  diseases;  digestive  diseases  and  nutrition;  and  kidney,  urologic,  and 
hematologic  diseases.  Research  areas  recently  emphasized  by  the  Institute  include  the 
molecular  biology  of  diabetes  and  cystic  fibrosis;  obesity,  and  its  relation  to  other 
chronic  diseases;  fundamental  and  clinical  research  on  osteoporosis  and  related  bone 
disorders;  kidney  diseases,  including  polycystic  kidney  disease  and  kidney  disease  and 
hypertension  in  African  Americans;  and  urologic  diseases  such  as  benign  prostate 
disease  and  interstitial  cystitis.  Successes  in  these  areas  position  the  Institute  for 
future  research  that  includes  the  genetics  and  prevention  of  diabetes,  treatment  of 
cystic  fibrosis,  mechanisms  and  treatment  of  obesity,  and  basic  and  clinical  studies  of 
kidney  and  urological  disorders. 

The  NIDDK  promotes  its  research  agenda  through  balanced  program  activities 
and  mechanisms.  Funding  decisions  are  driven  largely  by  considerations  of  scientific 
merit  and  opportunity.  The  Institute  places  highest  priority  on  research  project  grants, 
and  expends  nearly  70  percent  of  its  appropriated  funds  in  this  area,  compared  with  an 
NIH  average  of  58  percent.  The  great  majority  of  grants  in  this  category  are  awarded 
for  investigator-initiated  research,  while  a  small  proportion  of  funds  are  used  to 
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support  special  Institute  initiatives.  Historically,  investigator-initiated  projects  have 
cicmonstratcd  sustained  high  productivity  and  cost-effectiveness.  Special  initiatives 
arc  undertaken  to  address  areas  having  particularly  compelling  scientific  opportunities 
that  are  not  receiving  adequate  attention  within  the  Institute's  portfolio  of  investigator- 
initiated  projects.  They  also  may  be  responsive  to  Congressional  or  Administration 
directives.  These  program  initiatives/opportunities  —  which  are  developed  in 
consultation  with  outside  advisors  and  the  research  community  -  are  described  in  the 
Institute's  annual  program  planning  report.  The  NIDDK's  planning  process  is 
designed  to  facilitate,  not  direct,  research. 

The  Institute  places  less  emphasis  than  the  NIH  generally  on  research  and 
development  contracts  ( 1 .8  percent  of  NIDDK  budget  versus  7.5  percent  of  NIH 
budget),  and  on  research  centers  (7. 1  percent  vs.  9.5  percent),  while  the  Institute's 
Intramural  Research  Program  is  supported  at  the  same  level  as  the  NIH  average,  1 1.5 
percent  of  budget. 

In  addition,  for  many  years,  to  help  maximize  support  for  research,  the 
Institute  has  minimized  the  allocation  of  funds  directed  to  research  management  and 
support  (RM«&S).  The  NIDDK's  RM&S  budget  is  the  lowest  at  the  NIH  --  3.4 
percent  of  budget  versus  the  NIH  average  of  4.8  percent. 


Funding  for  the  NIDDK's  extramural  research  programs  has  remained 
balanced  and  relatively  stable  for  many  years.  The  Division  of  Diabetes, 
Endocrinology,  and  Metabolism  receives  approximately  42  percent  of  the  Institute's 
total  appropriation;  the  Division  of  Digestive  Diseases  and  Nutrition  receives 
approximately  20  percent;  and  the  Division  of  Kidney,  Urologic,  and  Hematologic 
Disease  receives  approximately  23  percent. 

NATIONAL  INSTITUTE  OF  NEUROLOGICAL  DISORDERS  AND  STROKE 

Priority  Setting  Process 

Our  understanding  of  the  brain  has  expanded  dramatically  in  recent  years, 
thanks  to  the  innovative  proposals  of  individual  scientists,  healthy  competition  to 
answer  questions  of  major  importance,  and  the  development  of  technologies  to 
support  research  efforts.  This  work  is  now  beginning  to  bear  fruit  in  the  form  of 
clinical  interventions,  which  until  recently  were  very  limited  for  brain  disease. 
Because  of  the  way  in  which  its  science  base  has  evolved.  The  National  Institute  of 
Neurological  Disorders  and  Stroke  (NINDS)  has  always  been  oriented  strongly  in  the 
direction  of  investigator-initiated  research.  At  the  same  time,  NINDS  priority-setting 
must  reflect  its  responsibility  for  more  than  600  disorders  of  the  brain,  spinal  cord, 
and  peripheral  nerves.  These  range  from  major  public  health  problems  such  as  stroke 
and  Parkinson's  disease  to  large  numbers  of  rare  genetic  conditions  that  individually 
affect  only  a  few  dozen  people  each  year.  The  relationship  between  disease  impact 
and  the  opportunity  for  progress  is  seldom  linear.  Some  of  the  most  prevalent 
disorders  have  been  resistant  to  efforts  to  understand  the  disease  process  and  develop 
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methods  of  prevention  and  treatment,  while  some  of  the  rare  and  unusual  disorders 
have  provided  fundamental  insights  that  contribute  to  our  understanding  of  more 
common  diseases. 

NINDS  awards  the  first  80  percent  of  uncommitted  grant  funds  according  to 
scientific  merit  and  opportunity  as  reflected  in  the  priority  score  assigned  by  the  first 
level  of  scientific  peer  review.  The  remaining  20  percent  is  allocated  to  projects  of 
special  relevance  or  promise  as  identified  by  staff  and  the  Institute's  National 
Advisory  Council.  Criteria  for  these  funding  decisions  include:   1)  the  originality  of 
the  proposed  study;  2)  the  extent  to  which  a  research  area  is  underfunded  or  has  been 
targeted  by  the  Congress  for  additional  funding;  3)  the  opportunity  to  support 
especially  promising  work  by  young  investigators;  and  4)  the  extent  to  which  an 
interruption  of  ongoing  research  would  jeopardize  the  Institute's  previous  investment. 

The  funding  process  is  strengthened  by  efforts  that  take  a  longer  view  of 
Institute  priorities.  Each  year  the  intramural  and  extramural  components  of  NINDS 
identify  areas  to  be  emphasized  through  program  announcements  and  contract 
solicitations,  as  well  as  conferences  and  workshops  to  be  supported  or  organized  by 
staff  in  order  to  stimulate  or  assess  given  areas  of  research.  The  external  research 
community  assists  in  reassessing  priorities  as  well.  This  year's  requested  increase  for 
research  training  reflects  the  recommendations  of  the  Institute's  National  Advisory 
Council  and  other  research  leaders  who  reviewed  the  Institute's  training  efforts. 

NINDS  enjoys  a  collegial  relationship  with  several  components  of  the  Office 
of  the  NIH  Director  that  are  engaged  in  setting  priorities  from  an  NIH-wide 
perspective.  These  interactions  occur  through  the  Institute's  budget  and  science 
policy  offices,  which  have  counterparts  in  the  OD,  through  a  variety  of  central  offices 
and  trans-NlH  committees  on  which  Institute  staff  serve,  and  through  ad  hoc  groups. 
This  structure  provides  a  balance  between  the  need  for  a  unified  approach  and  the 
need  to  incorporate  the  scientific  and  policy  concerns  of  the  Institutes  and  Centers. 

NATIONAL  INSTITUTE  OF  ALLERGY  AND  INFECTIOUS  DISEASES 

Priority  Setting  Process 

The  National  Institute  of  Allergy  and  Infectious  Diseses  (NIAID)  has 
developed  a  formal  yet  flexible  decision-making  process  for  planning  the  allocation  of 
its'  resources  for  its  intramural  and  extramural  research  programs.  This  process 
revolves  around  two  major  meetings  each  year  and  relies  heavily  on  input  from  and 
feedback  to  our  National  Advisory  Council  members  and  to  ad  hoc  representatives  of 
the  scientific  community  through  a  variety  of  forums  including  focus  group  meetings 
conducted  at  major  national  workshops  and  meetings.  Because  the  annual  planning 
process  is  closely  tied  to  the  budget  process  it  simultaneously  spans  three  fiscal  years 
and  begins  approximately  2  years  in  advance  of  the  fiscal  year  that  is  being 
considered. 
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WINTER  POLICY  RETREAT 

The  first  phase  of  this  process  is  the  Winter  Policy  Retreat  (WPR),  which  is 
held  in  December  each  year.  This  Retreat  provides  a  forum  for  NIAID  senior 
management  and  scientific  staff  to  discuss  and  identify  future  scientific  directions  and 
research  priorities  in  broad,  philosophical  terms.  In  addition  to  identifying  future 
research  priorities  in  broad  terms,  this  Retreat  provides  the  opportunity  to  discuss 
policy  issues  that  impact  the  NIH  in  general  and  the  NIAID  specifically,  and  to 
address  any  special  problems  or  issues. 

At  the  subsequent  Council  meeting  in  January,  the  NIAID  Director  provides 
the  full  Council  with  an  overview  of  the  issues  discussed  at  the  WPR.  When  the 
Division  subcommittees  meet  on  the  second  day  of  Council,  a  portion  of  the  agenda  is 
dedicated  to  soliciting  their  thoughts  and  advice  regarding  the  Division's  program 
priorities.  This  input  assists  program  staff  in  developing  and  refining  the  initiatives  it 
will  propose  in  their  preliminary  budget  submissions  and  the  development  of  specific 
new  and  recompeting  research  initiatives  for  the  "Summer  Program  Review". 

SUMMER  PROGRAM  REVIEW 

The  Summer  Program  Review  (SPR)  is  held  in  June/July  of  each  year  and 
represents  the  second  major  phase  of  the  Institute's  planning  process.  At  this  meeting, 
each  Division  Director  presents  an  overview  of  their  research  portfolio  in  the  format 
of  a  scientific  framework.  In  addition,  they  present  their  new  and  renewal  initiatives 
in  a  recommended  priority  order,  based  on  budgetary  constraints.  In  this  way, 
initiatives  are  considered  within  both  a  scientific  and  fiscal  context. 

The  SPR  was  designed  to  provide  a  forum  to: 

•  to  allow  information  exchange  across  NIAID  Divisions  by  informing  the 
Division  Directors  about  each  other's  priorities; 

•  to  provide  advice  to  the  NIAID  Director  regarding  the  Institute's  scientific 
priorities; 

•  to  create  a  collective  decision-making  process  regarding  NIAID  initiatives; 

•  to  provide  input  to  the  Division  Directors  for  the  development  of  their 
initiatives; 


to  reach  a  consensus  on  the  Institute's  priorities  before  investing  or 
reinvesting  limited  dollars. 

to  begin  the  planning  process  early  enough  to  spread  the  Institute's  workload 
across  the  cycle;  and 


•  to  translate  concepts  identified  for  the  preliminary  budget  into  actual  research 

initiatives. 

The  Institute's  Executive  Committee  participates  in  this  SPR  and  has 
responsibility  for  ranking  the  proposed  initiatives  in  priority  order.  This  ranking 
serves  as  a  recommendation  to  the  NIAID  Director,  who— after  taking  the  available 
budget  into  consideration-makes  decisions  regarding  the  approval  of  specific 
initiatives.  The  Divisions  are  then  notified  of  these  approvals  in  early  August  so  that 
they  can  present  their  initiatives  to  the  Institute's  Advisory  Council  in  September, 
allowing  12-18  months  for  the  drafting  and  issuing  of  RFAs  and  RFPs,  and  receipt 
and  review  and  of  proposals  for  award. 

This  process  is  a  flexible  one  that  allows  for  the  proposal  of  new  initiatives 
after  the  principal  review  of  initiatives  in  June.  This  allows  the  Institute  to  address 
emerging  crises  and  to  modify  plans  and  initiatives  to  respond  to  advances  in  science 
and  changing  priorities. 

NATIONAL  INSTITUTE  OF  GENERAL  MEDICAL  SCIENCES 

Priority  Setting  Process 

The  mission  of  the  National  Institute  of  General  Medical  Sciences  (NIGMS)  is 
to  support  investigator-initiated  basic  research  on  the  fundamental  biological 
structures  and  processes  that  underlie  both  health  and  disease.  Due  to  its  unique 
mi.ssion,  the  Institute  relies  heavily  on  the  scientific  community  itself  to  identify  where 
the  most  promising  research  opportunities  lie.  Researchers  working  across  a 
continuum  from  cell  biology  and  physiology  to  molecular  structure  and  function 
determine  which  scientific  problems  are  ready  to  be  tackled,  given  the  findings 
emerging  from  related  work  and  the  questions  remaining  to  be  answered.  Their  grant 
proposals  are  evaluated  in  peer  review,  a  system  critical  both  for  assessing  the 
scientific  merit  of  each  proposal  and  for  indicating  which  areas  of  research  are 
progressing  well,  which  are  maturing,  and  which  are  most  risky  or  innovative.  The 
past  success  of  NIGMS-supported  scientists  in  producing  findings  highly  relevant  to 
progress  in  preventing,  diagnosing,  or  treating  disease  suggests  that  this  approach  to 
setting  the  directions  for  basic  biomedical  research  has  worked  very  well. 

The  scientists  on  NIGMS's  staff  use  the  results  of  peer  review  and  their 
knowledge  of  the  areas  of  science  represented  by  their  grant  portfolios  to  recommend 
fields  that  may  need  encouragement  as  well  as  those  that  warrant  less  emphasis.  In 
regular  meetings  with  the  NIGMS  Director,  they  discuss  the  directions  that  basic 
science  is  heading  and  where  the  best  opportunities  seem  to  lie.  The  Director  finds 
these  discussions  particularly  helpful  in  striking  a  balance  between  areas  of  science  to 
support.  The  Director  also  seeks  the  advice  of  the  National  Advisory  General  Medical 
Sciences  Council  on  policy  matters,  as  well  as  their  views  regarding  the  relative 
priority  that  NIGMS  should  place  on  areas  of  science  and  on  funding  mechanisms, 
such  as  research  and  research  training.    The  Director's  priority  setting  is  also 
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informed  by  discussions  with  members  of  the  scientific  community,  and  guidance 
from  the  Administration  and  the  Congress. 


NATIONAL  INSTITUTE  OF  CHILD  HEALTH  AND  DEVELOPMENT 
Setting  Program  Priorities 

In  pursuing  its  mission,  the  National  Institute  of  Child  Health  and  Human 
Development  (NICHD)  supports  and  conducts  basic,  clinical  and  epidemiological 
research  on  the  reproductive,  neurobiological.  developmental  and  behavioral 
processes  that  determine  and  maintain  the  health  of  children,  adults,  families  and 
populations.  The  NICHD  takes  a  multi-faceted  approach  to  selecting  program 
priorities.  Whether  funding  a  single  grant  proposal  or  developing  a  new  program 
initiative,  many  levels  of  advice  are  sought  both  within  and  outside  the  NICHD. 

The  NICHD  has  several  major  advisory  bodies  that  provide  oversight  and 
guidance  for  its  programs:  the  National  Advisory  Child  Health  and  Human 
Development  Council  (NACHHDC),  the  Board  of  Scientific  Counselors  (BSC),  and 
the  National  Advisory  Board  on  Medical  Rehabilitation  Research  (NABMRR).  The 
NACHHDC  meets  three  times  a  year  and  reviews  all  Institute  programs  on  a  rotating 
basis,  providing  a  broad  perspective  on  both  intramural  and  extramural  programs. 
The  BSC  meets  twice  a  year  and  has  oversight  of  the  intramural  program.  The 
NABMRR  meets  two  times  a  year,  with  jurisdiction  over  the  programs  of  the 
NICHD's  National  Center  for  Medical  Rehabilitation  Research.  Each  group  regularly 
provides  advice  on  program  priorities  and  direction.  In  addition,  the  NACHHDC  has 
statutory  responsibility  to  provide  secondary  review  for  all  grant  proposals  prior  to 
payment  by  the  NICHD.  These  proposals  are  first  reviewed  by  groups  of  scientific 
experts  to  ensure  that  only  the  most  meritorious  proposals  are  forwarded  to  the 
NICHD  for  potential  funding.  Similar  reviews  occur  for  contract  proposals.  The 
stringency  of  this  peer  review  and  second-level  Council  review,  coupled  with 
budgetary  constraints,  ensure  that  only  proposals  of  the  highest  scientific  merit  and 
priority  are  funded. 

NICHD  program  staff  use  their  scientific  expertise,  with  the  advice  of  outside 
experts,  to  identify  research  gaps  and  opportunities  that  form  the  basis  for  program 
plans.  The  priorities  articulated  in  these  plans  are  implemented  through  program 
initiatives  submitted  to  the  NICHD  Director  and  senior  staff.  Selection  is  based  upon 
overall  Institute  priorities  and  only  the  highest  priority  initiatives  will  be  advertised  for 
available  funding.  Frequently  staff  consult  documents  listing  public  health  priorities 
of  the  DHHS,  e.g..  Healthy  People  2000  goals,  or  research  agendas  prepared  by  the 
Institute  of  Medicine.  In  addition,  trans-NIH  review  groups,  such  as  the  one  that 
reviewed  the  NIH's  AIDS  research  effort,  offer  advice  on  priority-setting  for  the 
Institute.  The  Congress  has  also  offered  its  own  guidance  in  shaping  Institute 
priorities  over  the  years. 
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Recently  the  NICHD  developed  a  method  for  discretionary  funding  of  grant 
proposals  just  beyond  the  traditional  paylinc.  Through  a  process  of  seeking  advice 
from  outside  experts,  the  NICHD  developed  criteria  for  prioritizing  funding  of  grants 
at  the  margin  of  the  paylinc.  The  criteria  include  the  public  health  significance  of  a 
particular  disease  or  condition  and  the  scientific  opportunity  for  progress.  In  addition, 
since  the  NICHD's  mission  encompasses  elucidation  and  enhancement  of  normal 
developmental  processes  leading  to  the  healthy  development  of  a  fetus,  child  or  adult, 
scientific  gaps  and  opportunities  in  these  areas  are  also  of  the  highest  priority, 
particularly  if  they  may  lead  to  prevention  of  disease  and  abnormal  conditions. 

Taken  together,  these  priority-setting  processes  enable  the  NICHD  to  develop 
and  maintain  the  strongest  of  programs. 

NATIONAL  EYE  INSTITUTE 

Priority-Setting  Process 

On  August  16,  1968,  Congress  signaled  its  commitment  to  address  the  visual 
health  needs  of  the  Nation  through  the  establishment  of  the  National  Eye  Institute 
(NEI)  with  the  passage  of  Public  Law  90-489.    The  mission  of  the  NEI,  as  specified 
in  the  law,  is  to  conduct  and  support  research,  training,  health  information 
dissemination,  and  other  programs  with  respect  to  blinding  eye  diseases,  visual 
disorders,  mechanisms  of  visual  function,  preservation  of  sight,  and  the  special  health 
problems  and  requirements  of  those  who  are  visually  impaired  or  blind. 

Certainly,  the  prevalence  rates  and  economic  burden  of  eye  diseases  and 
disorders  of  vision  have  shown  them  to  be  significant  public  health  problems  and 
important  considerations  in  assessing  needs,  but  there  are  other  compelling  factors 
that  must  be  considered  in  this  assessment,  such  as  the  effect  of  the  disease  or 
condition  on  quality  of  life.  Indeed,  Gallup  polls  in  each  of  the  last  three  decades  have 
indicated  that  Americans  consider  blindness  to  be  the  worst  disability.  But  these 
assessments  are  only  a  part  of  the  process  of  priority-setting. 

To  the  maximum  extent  possible,  the  NEI  uses  its  extensive,  long-range 
planning  process  to  identify  program  priorities  and  to  assist  in  making  decisions  about 
allocating  resources.  The  current  plan.  Vision  Research- A  National  Plan:  1994- 
1998,  is  the  latest  in  a  series  of  national  vision  research  plans  that  began  in  1974  and 
that  have  been  updated  at  roughly  three-  to  five-year  intervals,  as  a  joint  effort  of  the 
National  Advisory  Eye  Council  (NAEC),  the  NEI,  and  leading  representatives  of  the 
vision  research  community. 

With  this  latest  plan,  as  with  previous  plans,  panels  of  scientific  experts 
representing  a  variety  of  disciplines  were  assembled  under  the  auspices  of  the  NAEC 
Vision  Research  Program  Planning  Subcommittee  and  were  asked:  to  define  the 
scope  and  impact  of  important  research  areas;  to  update  program  goals  and  objectives; 
to  review  current  levels  and  balance  of  research  support  and  recent  scientific  advances 
in  specific  program  and  subprogram  areas;  and  to  determine  the  key  research 
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questions  or  priorities  to  be  addressed.  In  addition,  special  meetings  on  policy  issues 
were  held  to  allow  representatives  from  a  number  of  scientific  and  philanthropic 
organizations  that  support  vision  research  to  make  recommendations  on  specific 
issues  of  particular  concern  or  relevance  to  the  vision  research  community. 
Workshops,  seminars,  and  special  panel  meetings  also  have  been  used  to  supplement 
the  recommendations  in  the  plans  or  to  stay  abreast  of  rapidly  progressing  areas  of 
science,  need,  or  opportunity. 

In  making  their  recommendations  and  setting  priorities,  the  expert  panels  were 
also  asked  to  consider  which  areas  offer  the  greatest  opportunities  for  scientific 
progress  as  a  result  of  new  knowledge  and/or  technologies  and  also  those  for  which 
there  is  great  need,  little  or  no  research  support  at  present,  but  a  high  potential  for 
success.  Although  the  fundamental  determinant  of  the  research  ultimately  supported 
by  NEI  continues  to  be  the  quality  of  the  investigator-initiated  applications  received, 
as  judged  by  peer  review,  we  believe  this  partnership  between  the  NEI,  its  advisory 
council,  and  the  vision  research  community  is  of  great  value  in  setting  overall  program 
priorities  and  allocating  resources  based  on  need,  opportunity,  and  state-of-the- 
science. 

NATIONAL  INSTITUTE  OF  ENVIRONMENTAL  HEALTH  SCIENCE 

Priority  Setting  Process 

From  conception  to  death,  we  are  all  exposed  to  a  multitude  of  environmental 
agents.  These  agents  include  foods  and  nutrients,  synthetic  and  naturally  occurring 
chemicals,  pharmaceuticals,  and  agricultural  products.  The  National  Institute  of 
Environmental  Health  Sciene's  (NIEHS)  mission  is  to  define  how  these 
environmental  exposures  affect  our  health,  how  individuals  differ  in  their 
susceptibility  to  these  effects,  and  how  these  susceptibilities  change  over  time. 

The  NIEHS  mission  is  ambitious,  requiring  a  careful  management  of 
resources.  These  efforts,  however,  bring  a  several-fold  return  on  investment  because 
almost  every  disease  or  dysfunction  has  an  environmental  component  in  its 
development  or  progression.  The  environmental  "triggers"  of  human  disease  can  be 
prevented  or  controlled,  thus  offering  the  most  promising  and  cost-effective  means  of 
protecting  the  Nation's  health. 

Priority-setting  is  an  ongoing  process  at  NIEHS  and  is  the  subject  both  of 
internal  and  external  reviews.  External  reviews  include  Advisory  Councils  and 
Boards  composed  of  representatives  from  industry,  academia,  and  private  citizens. 
These  groups  evaluate  the  direction  and  quality  of  NIEHS  research  and  make 
recommendations  to  the  Director.  Annual  retreats  of  senior  management  and  outside 
reviewers  are  also  held  to  address  priority  setting  and  management  issues.  Internal 
reviews  include  multidisciplinary  scientific  faculties  that  evaluate  and  critique 
research  needs  within  defined  research  areas.  Workshops  involving  all  stakeholders 
are  also  used  for  evaluating  research  priorities  and  needs  on  a  specific  topic.  Public 
peer  review  of  technical  reports  is  an  important  means  of  quality  assessment.  This 
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year  the  Director,  NIEHS  is  convening  an  external  review  group  to  evaluate  NIEHS 
resource  management  and  make  recommendations  for  how  the  Institute  can  hcst 
address  the  multitude  of  environmental  health  needs. 

NIEHS  research  areas  must  fulfill  three  criteria:  they  must  address  an  area  that 
is  ripe  for  exploration  and  where  a  positive  outcome  can  be  expected  over  a  five-year 
period,  they  must  represent  a  significant  public  health  problem,  and  they  must  be  an 
area  for  which  the  NIEHS'  intramural  or  extramural  communities  have  a  genuine 
research  strength.  Of  the  research  areas  meeting  the  above  requirements,  NIEHS 
gives  particular  emphasis  to  (1)  studies  that  illuminate  fundamental  biological 
processes  that  are  susceptible  to  environmental  disruption,  leading  to  impairment  of 
health.  (2)  research  on  exposures  that  are  involuntary,  (3)  examining  exposures  having 
long-lasting  effects,  such  as  early  childhood  exposures  whose  consequences  last  into 
adulthood,  (4)  research  on  exposures  affecting  disadvantaged  populations,  and  (5) 
studies  that  provide  vital  information  for  regulatory  purposes. 

The  NIEHS  is  the  major  contributor  to  the  National  Toxicology  Program 
(NTP)  which  characterizes  the  toxicity  of  chemicals  nominated  to  it  by  government 
agencies,  industry,  unions,  and  the  public.  NTP  has  developed  eight  selection  criteria 
to  aid  in  priority  setting.  Included  in  the  chemicals  selected  by  these  criteria  are 
chemicals  found  in  the  environment  that  are  not  closely  associated  with  a  single 
commercial  organization,  environmental  agents  that  may  not  be  adequately  evaluated 
without  Federal  involvement,  potential  substitutes  for  existing  chemicals  or  drugs  that 
might  not  be  developed  without  Federal  involvement,  and  emergencies  or  other  events 
that  warrant  immediate  government  evaluation  of  a  chemical  or  agent. 

NATIONAL  INSTITUTE  ON  AGING 

Priority  Setting  Process 

The  National  Institute  on  Aging's  (NIA)  broad  research  agenda  to  improve  the 
health  and  well-being  of  older  people  covers  basic  aging  processes;  the  causes, 
prevention,  and  treatments  of  age-related  diseases;  and  the  special  health  problems 
and  needs  of  the  aged.  Designated  by  Congress  as  the  lead  Federal  agency  for 
Alzheimer's  disease  research,  the  NIA  accords  special  priority  to  this  disease,  so 
destructive  both  in  terms  of  lost  quality  of  life  and  high  costs  to  families  and  the 
Nation.  NIA  programs  also  emphasize  the  biology  of  aging,  women's  health  and 
menopause,  cardiovascular  disease,  aging  and  cancer,  osteoporosis  and 
musculoskeletal  aging,  long-term  care,  and  aging  in  minorities  and  other  special 
populations.  The  projected  dramatic  increase  in  the  numbers  of  older  persons  lends 
urgency  to  NIA's  mission  to  translate  new  knowledge  into  means  to  prevent  or  slow 
the  process  of  disease  and  disability  among  the  elderly  and  develop  more  effective 
methods  of  care.  The  NIA  coordinates  these  research  activities  with  the  efforts  of 
other  NIH  institutes  as  well  as  numerous  public  and  private  agencies. 

The  NIA  scientific  planning  process  is  designed  to  define  health  concerns  and 
identify  scientific  developments  and  opportunities  through  participation  of  a  broad 


representation  of  scientists  in  workshops,  conferences,  program  reviews, 
commissioned  papers,  and  meetings  as  well  as  the  National  Advisory  Council  on 
Aging  and  the  NIA  Board  of  Scientific  Counselors.  During  the  Institute's  annual 
internal  reviews  and  scientific  retreats,  NIA  staff  meet  to  evaluate  program  goals  and 
balance,  discuss  the  promise  of  research  advances,  and  critique  the  potential  of 
proposed  initiatives  for  stimulating  research  progress.  Based  upon  feedback  received, 
staff  select  areas  for  special  emphasis  and  resource  allocation. 

Insights  derived  from  the  internal  reviews  are  later  shared  with  members  of 
NIA's  scientific  community,  aging  and  health  advocates,  and  policy  makers  who 
provide  advice  on  program  management  and  administration,  ensure  NIA's 
responsiveness  to  public  needs  through  support  of  high  quality  scientific  initiatives, 
and  assist  the  Institute  in  establishing  objectives  and  priorities.  These 
recommendations  are  based  on  several  factors,  including:  assessments  of  the  need  for 
key  knowledge  essential  for  understanding  human  health,  disease,  and  behavior; 
convictions  about  how  best  to  capitalize  on  new  scientific  knowledge  and 
methodologies;  and  assessments  of  public  health  needs,  economic  issues,  and 
potential  impact  on  quality  of  life.  In  addition,  the  advisors  recommend  goals  for 
balancing  investment  in  laboratory  and  clinical  research,  making  the  best  use  of  the 
strengths  of  intramural  and  extramural  research,  strengthening  the  research 
infrastructure,  and  selecting  and  improving  mechanisms  to  support  research,  research 
training,  and  dissemination  of  research  findings. 


Using  this  input,  the  NIA  Director  facilitates  development  of  initiatives  in 
areas  of  high  scientific  opportunity  and  need.  The  NIA  Director  also  encourages 
coordination  and  collaboration  with  the  various  institutes  and  agencies  involved  in 
research  on  topics  of  relevance  to  aging.  These  efforts  have  produced  exciting 
scientific  findings  with  great  promise  for  improving  health,  reducing  disease  and 
disability,  and  increasing  the  independence  and  productivity  of  older  people. 


NATIONAL  INSTITUTE  OF  ARTHRITIS  AND  MUSCULOSKELETAL 
AND  SKIN  DISEASES 

Priority  Setting  Process 

In  setting  its  priorities,  the  National  Institute  of  Arthritis  and  Musculoskeletal 
and  Skin  Diseases  (NIAMS)  uses  a  process  analogous  to  that  used  by  all  components 
of  the  NIH.  The  specific  features  of  that  process  include: 

For  the  NIAMS,  the  term  "strategic  priorities"  refers  to  the  process  of  setting 
scientific  and  programmatic  emphases  that  serve  to  influence,  monitor,  and 
continuously  refine  the  course  of  research  supported  by  the  Institute.  The  process  of 
strategic  priority  setting  entails  examining  a  broad  array  of  public  health  needs, 
scientific  opportunities.  Executive  and  Congressional  interests,  and  other  factors  that 
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bear  on  the  course  of  the  Nation's  investment  in  medical  research.  The  process  takes 
place  at  several  levels  and  is  occurring  all  of  the  time. 

In  setting  priorities,  the  Institute  Director  confers  with  program  managers,  staff 
who  have  the  scientific  expertise  necessary  to  manage  the  grant  and  contract  portfolio 
in  a  particular  area  of  research.  The  Director  also  consults  the  National  Advisory 
Council  for  Arthritis  and  Musculoskeletal  and  Skin  Diseases,  which  meets  three  times 
per  year  to  review  all  grants  eligible  for  funding  and  discuss  Institute-specific  policy 
issues.  In  addition,  the  Director  engages  in  ongoing  discussions  with  extramural 
grantees,  intramural  investigators  as  well  as  with  the  Administration,  members  of 
Congress,  and  the  public  in  order  to  prioritize  research  efforts.  Advice  is  specifically 
sought  on: 

•  the  urgency,  from  a  public  health  perspective,  of  an  area  of  research 

•  the  top  scientific  opportunities 

•  gaps  in  knowledge  which  merit  special  effort 

•  the  cost  of  doing  a  research  project  assessed  against  its  benefits 

•  economic  issues,  including  the  potential  effects  of  the  research  on  quality  of 
life 

•  the  appropriate  scientific  and  programmatic  balance  between  intramural  and 
extramural  research 

•  the  balance  between  laboratory  research  and  clinical  research 

•  the  selection  of  mechanisms  with  which  to  support  research,  including  regular 
research  grants,  program  projects,  R&D  contracts,  and  centers 

Finally,  the  Institute  Director  must  also  consider  the  range  of  costs  associated 
with  research  management,  e.g.,  staffing  (FTEs),  buildings  and  facilities  and  support 
services,  when  allocating  resources  within  the  Institute.  This  broad  program  planning 
effort  culminates  in  a  plan  which  charts  the  scientific  course  of  the  Institute. 

Strategic  priorities  are,  however,  only  one  component  of  the  decision  to  fund  a 
grant.  Final  funding  is  based  on:  1)  a  review  of  the  scientific  merit  of  the  proposal;  2) 
Council  recommendations,  and  3)  the  Institute's  priorities. 

NATIONAL  INSTITUTE  ON  DEAFNESS  AND  OTHER  COMMUNICATION 
DISORDERS 

Priority  Setting  Process 

All  Institute  priority-setting  is  driven  by  public  health  need  and  related 
scientific  opportunity.  Through  a  series  of  continuous  planning,  expert  advisory, 
evaluation  and  analysis  activities,  including  ad  hoc  specialized  committees,  the 
National  Institute  on  Deafness  and  Other  Communication  Disorders  (NIDCD)  staff 
ensures  that  those  scientific  opportunities  are  seized  that  will  most  benefit  the  public 
health.  Gaps  of  knowledge  are  identified  and  addressed  to  ensure  the  flow  of 
discovery.  Responsible  use  of  resources  is  based  on  potential  benefit,  keeping  in  mind 
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economic,  incidence  and  prevalence  and  disease  severity  issues.  Care  is  taken  to 
assure  that  the  right  level  of  support  and  the  right  mechanisms  arc  used  to  support 
each  area  identified  as  a  research  opportunity. 

Among  the  continuous  activities  are  the  NIDCD  National  Strategic  Research 
Plan  (NSRP)  which  covers  all  seven  areas  of  the  NIDCD's  responsibility  and  is 
updated  by  panels  of  extramural  scientific  experts  on  a  regular  cycle  to  assure 
identification  of  gaps  and  opportunities.  The  NSRP  is  updated  as  a  resource  to  the 
entire  national  scientific  community  and  yields  an  opportunity  to  identify  what  best 
can  be  accomplished  through  the  NIDCD's  appropriated  resources.  The  updating 
process  also  allows  the  external  scientific  community  to  inform  the  Institute  of 
shifting  priorities  and  opportunities  in  each  normal  process  or  disease  area  as  well  as 
placing  recent  accomplishments  within  a  national  context. 

The  National  Deafness  and  Other  Communication  Disorders  Advisory 
Council  (NDCDAC),  which  was  established  in  1989.  advises  the  Director  of  NIDCD 
concerning  the  programs  and  activities  of  the  NIDCD,  provides  technical  review  for 
research  and  research  training  grants  and  makes  second-level  recommendations  to  the 
Director  on  the  awarding  of  funds.  In  a  complementary  way,  the  NIDCD  Programs 
Advisory  Committee  has.  since  it  was  established  in  December  of  1990,  provided 
advice  to  the  Director  and  staff  on  scientific  and  other  issues  related  to  the  extramural 
activities  of  the  NIDCD,  including  advice  about  proposed  initiatives  such  as  requests 
for  applications,  requests  for  proposals,  program  announcements  and  conferences,  and 
they  also  make  recommendations  on  areas  of  research  which  require  greater  emphasis 
and  provide  the  review  of  project  concepts  for  activities  to  be  conducted  under 
research  and  development  contracts. 

Established  in  1991,  the  NIDCD  Board  of  Scientific  Counselors  (NIDCD 
BSC)  advises  the  NIDCD  Director  concerning  the  Institute's  intramural  research 
programs.  The  NIDCD  BSC  makes  periodic  evaluative  visits  to  assess  research  in 
progress,  proposed  research  and  a  thorough  review  and  analysis  of  the  productivity 
and  performance  of  staff  scientists. 

Examples  of  ad  hoc  specialized  advice  would  include  special  topic  working 
groups  and  a  formal  planning  effort.  The  Integrated  Policy  and  Planning  Working 
Group  (IPPWG),  convened  by  the  Director.  Among  the  special  topic  working  groups 
that  have  provided  advice  to  the  NIDCD  since  1990  are:  The  Working  Group  on 
Research  and  Research  Training  Needs  of  the  Deaf  Community;  Research  and 
Research  Training  Needs  of  Oral,  Auditory  Hearing  Impaired  Persons;  Research 
Training  Needs  of  Women  and  Women's'  Health  Issues;  Research  and  Research 
Training  Needs  of  Minority  Individuals  and  Minority  Health  Issues;  and,  currently 
underway.  Research  Needs  of  Deaf-Blind  Individuals.  The  NIDCD  also  sponsored  a 
special  working  group  on  research  training  needs  of  graduate  programs  in 
communication  sciences  and  disorders  to  address  current  and  future  needs  of  these 
programs.  The  IPPWG  consisted  of  scientific  leaders  who  reviewed  the  NIDCD's 
intramural  and  extramural  portfolios  to  determine  if  the  representation  of  scientific 
disciplines  matched  the  research  opportunities  in  an  advantageous  and  optimal  way. 
The  panel  recommended  an  increase  in  molecular  biology,  molecular  genetics, 
imaging  and  integrative  neuroscience.  This  advice  was  endorsed  by  the  NIDCD 
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Board  of  Scicntinc  Counselors,  the  NIDCD  Programs  Advisory  Committee  and  the 
National  Deafness  and  Other  Communication  Disorders  Advisory  Council  in  1995. 

Further,  the  NIDCD  is  the  focal  point  for  the  Interagency  Coordinating 
Committee  on  Deafness  and  Other  Communication  Disorders  (ICC).  The  ICC 
includes  federal  agencies  with  research  or  service  missions  in  hearing,  balance,  smell, 
taste,  voice,  speech  and  language.  Its  quarterly  meetings  and  Annual  Report  that 
includes  a  funding  table  ensure  that  the  agencies  are  exchanging  information  on  a 
regular  basis  and  that  there  is  maximum  opportunity  to  collaborate  in  activities 
involving  shared  responsibility. 

With  the  advice  and  counsel  of  the  regular  and  ad  hoc  committees,  taking  into 
consideration  the  NIH  Areas  of  Emphasis  articulated  by  Dr.  Varmus  and  the  IPPWG's 
recommendation  to  the  NIDCD,  ensuring  that  all  opportunities  to  collaborate  with 
other  NIH  units  and  other  Federal  agencies  for  the  most  economical  and  effective  use 
of  resources  have  been  investigated,  the  Director,  with  the  advice  of  the  National 
Deafness  and  Other  Communication  Disorders  Advisory  Council  determines  priorities 
that  are  for  recognized  public  health  needs  and  address  existing  scientific 
opportunities. 

NATIONAL  INSTITUTE  OF  MENTAL  HEALTH 

Setting  Research  Priorities 

The  mission  of  the  National  Institute  of  Mental  Health  (NIMH)  is  to  support 
and  conduct  research  that  seeks  to  understand,  treat,  and  prevent  mental  illnesses  that, 
in  their  severe  forms,  affect  nearly  8  million  Americans  and,  overall,  cost  the  Nation 
$150  billion  each  year.  In  support  of  this  mission,  NIMH  research  priorities  reflect  a 
dynamic  calculation  of  scientific  opportunities,  public  health  need,  and  Congressional 
interests.  Each  of  these  three  principal  criteria  are  the  product,  in  turn,  of  variously 
weighted  considerations,  described  below. 

Scientific  Opportunity:  Studies  of  the  brain  and  its  relation  to  behavior  that 
are  at  the  core  of  the  Nation's  mental  illness  research  program  are  among  the  most 
active  and  fertile  areas  of  medical  science.  The  vigor  and  competitiveness  of  the 
disparate  fields  that  comprise  the  NIMH  portfolio  support  NIMH's  adherence  to  the 
investigator-initiated  proposal  as  a  central  element  in  ascertaining  opportunities  of 
particular  research  emphases.  The  merger  of  the  NIMH/NIH  peer  review  systems  will 
enhance  both  the  breadth  and  precision  of  this  means  of  priority-setting.  The  NIMH 
complements  the  "wisdom  of  the  field"  through  additional  means,  such  as: 

•  Convenes  panels  of  experts  to  develop  and  periodically  update  "National  Plans 

for  Research"  focused  on  particular  disorders  (e.g.,  schizophrenia,  childhood 
mental  disorders)  as  well  as  disciplinary  or  methodologic/topical  approaches 
(e.g.,  neuroscience  of  mental  illness;  research  on  service  delivery  issues 
specific  to  severe  and  persistent  mental  disorders;  prevention  research).  These 
plans  set  forth  for  the  field  implicit  priorities  and  serve  as  a  benchmark  of 
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progress.  In  addition,  an  extensive  research  planning  review  of  the  NIMH 
Intramural  Research  Program  is  underway  in  1996. 

•  Encourages  the  National  Advisory  Mental  Health  Council  to  assume  an 
increasingly  active  role  in  decisions  concerning  the  distribution  of  research 
mechanisms;  issues  of  intramural-extramural,  and  basic-clinical/scrviccs 
research  balance;  and  research  infrastructure  needs. 

•  Invites  NIMH's  major  research  support  divisions  to  compete  regularly  for 
limited  available  uncommitted  funds  that  will  enable  programs  to  capitalize  on 
rapidly  emerging  scientific  opportunities  relevant  to  mental  illness. 

Public  Health  Need:  Disparities  in  the  incidence  and  prevalence  of  mental 
disorders,  in  the  age  of  onset  (e.g.,  adolescence/young  adulthood  for  schizophrenia, 
which  portends  extensive  direct  and  indirect  costs),  and  in  morbidities/prognoses 
associated  with  various  disorders  mandate  that  traditional  public  health  indices  be 
viewed  in  light  of  scientific  opportunity  and,  specifically,  the  anticipated  "bang  for  the 
buck"  of  a  given  line  of  study.  Given  the  urgency  of  research  questions  concerning  all 
mental  illnesses,  public  health  need  is  viewed  through  a  lens  of  scientific  capabilities 
and  opportunities;  thus,  current  NIMH  priorities  encompass  molecular  genetics; 
human  neurobiology;  translational  research  that  focuses  on  moving  new  knowledge 
about  fundamental  processes  into  clinically-applicable  models;  neuroimaging;  and 
clinical/services  research. 

Congressional  Interests:  Through  the  annual  budget  cycle,  priorities  are  set  for 
the  current  year  and,  at  least  preliminarily,  for  several  years  out.  Appropriations 
hearings  provide  a  forum  for  NIMH  to  discuss  and  clarify  research  priorities  with 
Members  of  Congress.  In  addition,  congressional  indications  of  specific  areas  of 
interest  and  concern  or  expressions  of  intent  articulated  during  fioor  debate  or 
conveyed  through  legislation  (or  accompanying  reports)  influence  consideration  of 
overall  Institute  areas  of  NIMH  research  emphasis. 

NATIONAL  INSTITUTE  ON  DRUG  ABUSE 

Priority  Setting  Process 

Drug  addiction  is  a  chronic,  relapsing  disease  of  the  brain  that  takes  a 
tremendous  toll  on  both  the  individual  and  on  society  ias  a  whole.  Not  only  are  the 
economic  costs  associated  with  drug  use  staggering,  but  illicit  drug  use  is  inextricably 
linked  to  the  spread  of  infectious  diseases  Hke  AIDS,  hepatitis,  and  tuberculosis,  and 
is  also  associated  with  many  forms  of  violence,  including  family  and  spousal  violence, 
as  well  as  child  abuse.    The  planning  for  current  and  future  research  needs  is  a 
continuing  process  which  allows  NIH,  and  the  National  Institute  on  Drug  Abuse 
(NIDA)  in  particular,  to  integrate  information  from  a  variety  of  sources. 

The  NIDA  Director,  in  consultation  with  the  NIH  Director,  is  ultimately 
responsible  for  setting  the  Institute's  research  priorities.  To  accomplish  this,  the  NIDA 


Director  and  his  staff  engage  in  ongoing  discussions  with  grantees  from  within  and 
outside  of  the  drug  abuse  field,  intramural  investigators.  Administration 
representatives,  members  of  Congress  and  the  public  to  identify  emerging  research 
areas  and  generate  recommendations  for  future  research.  For  example,  because  of  his 
consultations  with  a  wide  variety  of  audiences  and  his  knowledge  of  the  staggering 
and  costly  statistics  associated  with  cocaine,  the  NIDA  Director  identified  the 
development  of  an  effective  medication  for  the  treatment  of  cocaine  addiction  as  one 
of  the  Institute's  highest  priorities.  The  NIDA  Director  also  uses  the  following  groups 
and  mechanisms  in  seeking  input  for  establishing  research  priorities: 

•  National  Advisory  Council  on  Drug  Abuse  -  The  Council,  composed  of 
eminent  scientists  across  the  spectrum  of  scientific  disciplines,  as  well  as 
public  members  from  the  community,  serves  as  a  useful  barometer  and 
resource  to  keep  NIDA  abreast  of  emerging  research  needs  and  opportunities. 
The  Council  primarily  advises  NIDA  on  its  program  portfolio  and  helps 
determine  the  overall  merit  and  priority  of  grant  applications  in  advancing  the 
NIDA  research  agenda.  Because  of  the  Council's  broad  expertise  in  drug 
abuse  and  addiction,  the  Council  is  in  a  unique  position  to  recommend 
research  priorities. 

•  Monitoring  National  Drug  Abuse  Trends  -  NIDA  continuously  monitors 
national  drug  abuse  trends  and  assesses  the  consequences  of  substance  use  and 
abuse.  It  uses  mechanisms  like  NIDA's  Monitoring  the  Future  (MTF)  Study 
and  its  Community  Epidemiology  Work  Group  (CEWG) ,  as  well  as  data  from 
other  reliable  sources.  The  Monitoring  the  Future  (MTF)  Study,  which 
provides  annual  information  on  drug  use  prevalence,  patterns  and  related 
beliefs  among  US  8th,  10th  and  12th  grade  students,  detected  continued 
increases  in  marijuana  use  over  several  years  resulting  in  NIDA  declaring 
marijuana  a  continuing  research  priority  and  joining  with  the  Department  of 
Health  and  Human  Services  to  launch  a  major  prevention  effort  to  reverse  this 
trend. 

•  Scientific  and  Health  Professionals,  Congress  and  other  Policy  makers  -  NIDA 
does  not  set  its  research  agenda  in  isolation;  it  looks  to  its  scientific  and 
professional  colleagues,  as  well  as  Congress  and  other  policymakers  to  help 
ensure  that  NIDA  is  always  in  the  forefront  of  identifying  emerging  trends, 
potential  problems  and  aware  of  relevant  scientific  breakthroughs.  An 
example  of  this  can  be  seen  in  the  hostmg  of  NIDA  constituent  conferences 
and  town  meeting  across  the  country,  where  leaders  from  scientific,  practice 
and  professional  societies  and  associations  convene  to  learn  more  about  NIDA 
research,  while  also  having  an  opportunity  to  meet  with  NIDA  staff  to  identify 
research  gaps  and  opportunities,  and  discuss  other  topics  that  allow  NIDA  to 
have  its  finger  on  the  pulse  of  research  opportunities. 

•  NIDA  Work  Groups  and  Other  NIH  Involvement  -  In  recognition  of  the 
expertise  and  knowledge  within  NIDA,  NIDA  has  established  nine  internal 
work  groups  to  assist  the  Director  in  monitoring  and  setting  research  priorities. 
Because  of  the  staff's  expertise  in  a  particular  area  and  their  contacts  with 
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extramural  researchers,  the  Work  group  members  provide  an  invaluable  tool 
for  setting  the  Institute's  research  agenda.  These  Work  Groups  convene 
meetings  with  external  experts  to  gain  broader  input  about  what  they  would 
like  to  see  NIDA  address.  In  addition,  outside  consultants  are  periodically 
brought  together  for  state  of  science  meetings  and  brainstorming  sessions  that 
arc  targeted  toward  a  particular  question  or  issue  that  needs  to  be  addressed  in 
a  timely  manner.  The  recommendations  from  these  meetings  are  used  in 
strategic  planning  for  NIDA's  research  program.  NIDA  also  consults  with 
other  NIH  Institutes  and  Centers  to  identify  common  problems,  share  research 
information  and  identify  potential  future  research  collaborations. 

THE  NATIONAL  INSTITUTE  ON  ALCOHOL  ABUSE  AND  ALCOHOLISM 

Priority  Setting  Process 

Alcohol  misuse  is  a  major  health  problem  in  the  U.S.  with  approximately  15 
million  persons  currently  meeting  the  diagnostic  criteria  for  alcohol  abuse  or 
alcoholism.  The  cost  to  the  Nation  is  approximately  100,000  lives  and  $100  billion 
annually.  To  address  the  health  problems  associated  with  alcohol  misuse  the  National 
Institute  on  Alcohol  Abuse  and  Alcoholism  (NIAAA)  has  an  extensive  priority  setting 
process  involving  the  scientific  community,  clinicians  and  other  health  care  providers, 
the  public,  and  the  Institute  Director.  This  recognizes  the  evolving  nature  of  the 
scientific  enterprise  and  includes  not  only  identifying  priorities,  but  also  establishing 
their  relative  ranking  in  the  context  of  the  emerging  areas  in  the  field  of  alcohol 
research  and  available  resources.  The  NIAAA  funds  the  90  percent  of  all  alcohol 
research  in  the  United  States.  In  determining  the  award  of  individual  research  grants, 
NIAAA  has  specific  criteria  which  include  the  scientific  merit  of  a  grant  application 
as  determined  by  the  peer  review  process,  program  balance  within  the  Institute's 
overall  research  portfolio,  and  scientific  relevance  to  Institute  research  objectives. 
The  NIAAA's  development  of  research  goals  and  objectives  and  the  establishment  of 
criteria  for  both  its  intramural  and  extramural  research  programs  are  based  on 
continuous  authoritative  input  from  the  scientific  community,  clinicians, 
epidemiological  data,  the  public,  and  specialized  and  impartial  reviews  of  its  research 
by  outside  experts. 

In  identifying  key  priority  areas,  the  Institute  has  frequently  utilized  the 
Institute  of  Medicine  (lOM)  of  the  National  Academy  of  Sciences  to  conduct  detailed 
studies  on  its  goals  and  objectives  and  to  identify  long  term  scientific  opportunities. 
This  year  the  lOM  provided  a  congressionally-directed  report  on  the  Fetal  Alcohol 
Syndrome  and  Fetal  Alcohol  Effects  (FAS/FAE)  to  NIAAA  that  identifies  areas  of 
research  priority  and  opportunity.  Following  the  lOM  recommendations,  NIAAA  has 
established  an  interagency  committee  on  FAS/FAE  including  the  NICHD,  CDC,  IHS 
and  other  relevant  agencies  which  will  focus  on  a  variety  of  scientific,  prevention,  and 
clinical  issues  which  will  be  enhanced  by  increased  collaboration  among  the 
participants. 

The  Institute's  National  Advisory  Council  has  a  primary  role  developing 
NIAAA's  research  priorities.  The  National  Advisory  Council  reviews  the  Institute's 


program  plans  as  well  as  key  planning  and  budgetary  policies.  The  Extramural 
Scientific  Advisory  Board  (ESAB).  a  component  of  the  NACAA,  completed  a  review 
in  1989  of  the  Institute's  primary  areas  of  research  (including  genetics,  neurosciencc, 
treatment,  medications  development,  etc.)  across  the  entire  extramural  research 
portfolio  of  the  Institute.  In  1997  the  cycle  will  begin  again,  and  in-depth  review  of 
the  Institute's  research  accomplishments,  priorities  and  future  plans  will  be  conducted 
by  the  ESAB. 

The  Institute  has  also  developed  and  published  comprehensive  research  plans. 
Alcohol  Research:  Promise  for  the  Decade  was  prepared  in  response  to  a  letter  from 
the  Chairman  of  the  Senate  Appropriations  Subcommittee  on  Labor-Health  and 
Human  Services-Education  which  requested  that  NIAAA  undertake  a  comprehensive 
study  of  research  directions  in  the  alcohol  field  for  the  next  ten  years.  The  document 
highlights  established  findings  in  various  related  disciplines  and  presents  research 
initiatives  through  2001  that  promise  to  advance  understanding  of  the  nature  of 
alcoholism  and  expand  efforts  to  develop  new  and  improved  methods  to  prevent  and 
treat  the  disease.  The  report  was  submitted  to  Congress,  and  has  been  widely 
circulated  to  the  research  and  the  health  care  communities. 

NATIONAL  CENTER  FOR  RESEARCH  RESOURCES 

Priority  Setting  Process 

When  making  difficult  choices.  National  Center  for  Research  Resources 
(NCRR)  assigns  highest  priorities  to  those  projects  for  which  it  is  the  best  or  only 
source  of  support.  United  by  the  following  characteristics  developed  in  conjunction 
with  the  research  community,  NCRR  resources  and  technologies  are: 

•  At  the  cutting-edge  of  innovation  in  technologies  and  research,  including  high- 
risk  research  that  may  have  high  payoff. 

•  Often  one-of-a-kind,  scarce  or  expensive. 

•  Accessible  and  responsive  to  the  research  needs  of  the  biomedical  research 
community. 

•  Cost-saving,  efficient,  and  shared. 

•  Multidisciplinary  and  collaborative,  often  serving  to  integrate  diverse  research 
efforts. 

•  Stable  and  flexible,  allowing  scientists  to  react  rapidly  and  effectively  to 
emerging  research  needs  and  unexpected  opportunities. 

Various  sources  influence  how  NCRR  sets  priorities  among  many  competing 
opportunities.  Besides  urgent  public  health  needs,  research  opportunities  are 


identified  by  extramural  researchers,  NIH  Institute  staff,  NCRR  program  staff, 
resource  center  directors.  Program  Advisory  Committee  and  the  National  Advisory 
Research  Resources  Council  through  scientific  meetings,  workshops  and  reports.  In 
conjunction  with  the  biomedical  research  community,  NCRR  established  a  strategic 
plan  which  is  constantly  evolving  and  reflects  the  need  for  new  research  tools  and 
shared  facilities  to  enhance  research  capacity.  All  of  these  sources  contribute  to  the 
development  of  the  NCRR  Plan  which  serves  as  a  guide  to  decision-making. 

NATIONAL  CENTER  FOR  HUMAN  GENOME  RESEARCH 

Priority  Setting  Process 

The  National  Center  for  Human  Genome  Research  (NCHGR)  was  established 
to  head  the  National  Institutes  of  Health's  (NIH)  role  in  the  Human  Genome  Project. 
In  1993,  the  NCHGR  expanded  its  role  with  the  establishment  of  a  Division  of 
Intramural  Research,  which  conducts  research  in  areas  that  take  advantage  of  the 
products  of  the  human  genome  project  and  serves  as  a  hub  for  NIH-wide  human 
genetics  research. 

The  NCHGR  utilizes  input  from  many  sources  to  provide  guidance  for 
priority-setting  activities.    Key  roles  are  played  by  our  chartered  advisory  committees, 
the  National  Advisory  Council  for  Human  Genome  Research  and  the  Board  of 
Scientific  Counselors. 

Because  of  the  unique  nature  of  the  human  genome  project,  the  NCHGR, 
together  with  the  genome  program  of  the  Department  of  Energy,  has  developed  formal 
five-year  plans  to  guide  this  program.  The  first  five-year  plan  was  published  in  1990 
and  the  second  in  1993.  Both  have  laid  out  specific  priorities  and  goals,  with  dates  for 
completion  of  each.  These  goals  include:  construction  of  genetic  and  physical  maps 
of  the  human  genome;  development  and  application  of  efficient,  cost-effective  DNA 
sequencing  technology;  the  analysis  of  the  genomes  of  a  set  of  model  organisms  to 
assist  in  the  interpretation  of  the  human  genome;  the  development  of  computer 
systems  to  handle  the  massive  amounts  of  information;  the  study  of  the  ethical,  legal, 
and  social  issues  that  arise  from  human  genome  research;  the  training  of  researchers  in 
genome  science;  technology  development  to  meet  the  scientific  goals;  and  technology 
transfer  to  the  scientific  community  at  large.  Each  plan  was  also  accompanied  by  a 
budget  plan  that  indicated  the  investment  required  in  the  various  areas  to  achieve  the 
goals  that  were  set. 

These  plans  have  provided  the  overall  framework  for  priority  setting  in  the 
extramural  program.  The  plans  are  regularly  re-examined  and  updated  in  light  of  new 
scientific  developments.  At  each  stage  of  the  process,  we  seek  advice  from  the 
community  and  from  our  National  Advisory  Council. 

The  Division  of  Intramural  Research  utilizes  the  Board  of  Scientific 
Counselors  to  advise  the  NCHGR  Director  and  Scientific  Director  about  the 
NCHGR's  intramural  research  programs  through  periodic  site  visits  to  each 
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laboratory  to  assess  productivity  and  performance  of  staff  scientists.  The  goal  of  these 
visits  is  to  provide  a  rigorous  scientific  review  of  the  research  of  intramural  scientists 
and  of  the  leadership  of  the  laboratories  and  branches.  After  the  site  visit, 
recommendations  are  made  as  to  the  strengths  and  weaknesses  of  each  program, 
whether  specific  projects  should  be  continued  or  modified,  and  the  overall  scientific 
impact  of  the  research  effort. 

The  NCHGR  has  now  begun  the  process  of  planning  for  the  period  beyond  the 
current  five-year  plan  and  indeed  beyond  the  time  when  the  human  DNA  sequence  is 
complete,  which  is  expected  to  be  around  2005.  On  December  5.  1995,  the  NCHGR 
sponsored  a  symposium,  entitled  "Visions  of  Sequence-Based  Biology  and  Medicine," 
to  initiate  this  process.  A  planning  meeting  organized  by  the  NCHGR  and  the 
Howard  Hughes  Medical  Institute  is  being  planned  for  September.  Further  planning 
activities  will  take  place  over  the  next  two  to  three  years. 

NATIONAL  INSTITUTE  FOR  NURSING  RESEARCH 

Priority  Setting  Process 

Mission.  The  National  Institute  of  Nursing  Research  (NINR)  supports  basic  and 
clinical  research  to  establish  a  scientific  basis  for  the  care  of  individuals--from 
management  of  patients  during  illness  and  recovery  to  the  reduction  of  risks  for 
disease  and  disability  and  the  promotion  of  healthy  lifestyles  .  According  to  its  broad 
mandate,  the  Institute  seeks  to  understand  and  ease  the  symptoms  of  acute  and  chronic 
illness;  to  prevent  or  delay  the  onset  of  disease  or  slow  its  progression;  to  find 
effective  approaches  to  promoting  health;  and  to  improve  the  clinical  settings  in  which 
care  is  provided.  NINR's  research  extends  to  problems  encountered  by  patients' 
families  and  caregivers.  It  also  emphasizes  the  special  needs  of  at-risk  populations. 
These  efforts  are  crucial  in  translating  scientific  advances  into  cost-effective  health 
care  that  does  not  compromise  quality. 

Priority  Setting.  NINR  bases  the  selection  of  its  research  priorities  on: 

•  Systematic  reviews  of  the  Institute's  research  programs,  which  include 
consideration  of  the  results  of  program  evaluations  and  outcomes  of  portfolio 
reviews  by  the  National  Advisory  Council  for  Nursing  Research 

•  Recommendations  of  workgroups  convened  to  assess  specified  areas  of  research 

•  Identification  of  collaborative  opportunities  through  staff  participation  on  NIH 
coordinating  committees  and  special  interest  groups,  as  well  as  interactions  with 
the  research  community  and  other  organizations  with  common  research  interests. 

•  Consideration  of  other  factors  such  as  Congressional  directives.  NIH/DHHS 
priorities,  emerging  health  crises,  and  the  availability  of  adequate  resources  to 
support  the  research. 

National  Nursing  Research  Agenda.  In  the  formative  years  of  this  relatively  new 
Institute,  large  groups  of  scientists  in  nursing  research  and  related  fields  were 
convened  to  identify  priorities  for  a  National  Nursing  Research  Agenda  (NNRA),  to 


be  accomplished  in  five-year  increments.  This  process  was  extremely  effective  in 
building  a  solid  science  base  for  the  nursing  research  enterprise.  The  Institute  is 
currently  on  course  to  accomplish  those  goals.  However,  NINR  is  now  turning  to 
focused  workshops  with  participants  from  the  extramural  community  and  liaison  to 
NINR's  advisory  council  to  permit  faster  response  to  the  rapidly  changing  health-care 
environment  and  the  accelerating  pace  of  scientific  and  technological  advances. 

Role  of  the  National  Advisory  Council  for  Nursing  Research.  At  the  last  meeting 
of  its  Advisory  Council,  NINR  initiated  discussions  about  the  Council's  role  as  an 
advisory  body  to  the  Institute.  The  goal  of  these  discussions  is  to  facilitate  Council 
input  to  the  scientific  planning  process  and  to  establish  Council  members'  liaison 
functions  with  professional  organizations  and  the  scientific  community.  Council 
members  are  being  asked  to  identify  research  advances,  along  with  their  perspectives 
on  how  these  advances  can  be  exploited  in  the  context  of  the  Institute's  programs,  to 
highlight  gaps  in  NINR's  research  portfolio,  and  to  alert  the  Institute  about  innovative 
or  high-risk  proposals  that  could  offer  substantial  benefits  to  the  Nation's  health.  As 
the  process  evolves,  the  Advisory  Council  will  become  an  increasingly  important 
source  of  broad  bnish  advice  in  establishing  priorities  for  a  national  nursing  research 
program. 

FOGARTY  INTERNATIONAL  CENTER 

Priority  Setting  Process 

The  Fogarty  International  Center  (FIC)  was  established  by  Congress  to  advance 
the  health  of  the  people  of  the  United  States  through  international  scientific 
cooperation.  Foremost  is  the  need  to  protect  American  citizens  from  health  threats 
that  arise  from  abroad. 

The  FIC  completed  a  major  planning  effort  in  September  1994  entitled 
"International  Frontiers  in  Biomedical  research:  A  Long-Range  Plan  for  the  Fogarty 
International  Center"  which  will  guide  FIC  activities  into  the  next  decade.  The 
development  of  the  Long-Range  Plan  involved  the  Center's  Advisory  Board  and  a 
broadly  representative  group  of  scientists  and  policymakers  within  and  outside  the 
Federal  government.  As  a  result  of  this  effort,  the  FIC  adopted  the  following  four 
goals: 

Goal  I :  Mobilize  International  Research  Efforts  Against  Global  Health  Threats 
(i.e.,  public  health  threats  that  emerge  from  new  and  re-emerging  diseases  caused  by 
ecological,  social  and  demographic  changes) 

Goal  2:  Advance  Science  through  International  Cooperation  (i.e.,  cooperation  in 
strategically  important  geographic  regions  and  support  of  advanced  studies  in 
emerging  fields  of  science) 
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Goal  3:  Develop  Human  Resources  to  Meet  Global  Research  Challenges  (i.e.. 
prepare  current  and  future  generations  of  biomedical  scientists  to  function  in  a  global 
environment) 

Goal  4:  Provide  Leadership  in  International  Science  Policy  and  Research 
Strategies 

In  identifying  research  and  training  areas  to  pursue,  the  Center  considers  the 
following  criteria: 

the  global  importance  of  the  problem 

the  benefit  to  the  improvement  of  the  health  of  American  people 

the  uniqueness  of  the  population  to  be  studied 

the  furtherance  of  international  scientific  cooperation 

the  foreign  policy  implications 

the  priorities  identified  by  the  Congress  and  the  Administration 

The  Long-Range  Plan  is  intended  as  a  "living  document"  to  be  updated 
periodically  as  global  health  threats  change  and  other  priorities  emerge.  As  with  the 
development  of  the  original  Plan,  updates  will  be  done  in  consultation  with 
individuals  both  within  and  outside  the  federal  government. 

NATIONAL  LIBRARY  OF  MEDICINE 

Priority  Setting  Process 

The  National  Library  of  Medicine  (NLM)  sets  priorities  through  its  very 
successful  Long  Range  Planning  process.  In  January  1985,  NLM's  Board  of  Regents 
undertook  to  develop  a  Long  Range  Plan  to  guide  the  Library  in  using  its  human, 
physical,  and  financial  resources  to  fulfill  its  mission.  This  culminated  in  the  adoption 
of  a  Report  by  the  Board  of  Regents  containing  16  major  goals,  51  recommendations, 
and  resource  requirements  for  Fiscal  Years  1988-1990  for  accomplishing  the  long 
range  goals,  published  in  1987.  Recent  planning  reports  prepared  as  supplements  to 
the  original  Plan,  contain  recommendations  on  outreach  to  health  professionals, 
electronic  imaging,  information  services  for  toxicology  and  environmental  health,  and 
the  education  and  training  of  health  science  librarians.  A  plan  for  NLM's  international 
programs  is  currently  underway. 

Some  of  the  notable  recommendations  of  the  NLM  planning  process  are  to 
pursue  a  national  program  in  biotechnology  information;  to  utilize  advanced  computer 
and  communications  technologies  in  medical  informatics,  networking  and  imaging;  to 
improve  access  to  biomedical  information  for  health  professionals,  particularly  those 
practicing  in  underserved  populations;  to  expand  training  in  the  use  of  information 
technologies;  and  to  maintain  and  improve  basic  library  services. 

The  Long  Range  Plan  is  used  in  the  day  to  day  management  of  the  Library. 
Over  the  past  ten  years,  NLM  has  successfully  integrated  its  budget  and  planning 
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processes,  so  that  the  budget  is  "driven"  by  the  Long  Range  Plan.  New  initiatives  are 
presented  in  terms  of  the  Plan,  and  progress  toward  achievement  of  recommendations 
is  tracked.  Periodic  program  evaluations  are  also  undertaken,  such  as  the  recently 
completed  evaluation  of  NLM's  outreach  activities. 

In  addition  to  the  Board  of  Regents'  Long  Range  Plan,  priorities  for  extramural 
and  intramural  research  are  set  by  the  Biomedical  Library  Review  Committee  (for 
grants)  and  two  Boards  of  Scientific  Counselors,  for  the  Lister  Hill  National  Center 
for  Biomedical  Communications  and  the  National  Center  for  Biotechnology 
Information,  respectively. 

OFFICE  OF  AIDS  RESEARCH 

Priority  Setting  Process 

The  criteria  the  OAR  uses  to  build  AIDS  research  budgets  are  based  on 
thoroughgoing  review  of  what  has  been  achieved,  where  opportunities  for  progress  lie, 
and  where  the  is  the  greatest  need  for  such  progress.  The  Office  of  AIDS  Research 
uses  a  process  for  priority  setting  involving  the  creation  of  a  comprehensive  research 
plan.  This  plan  is  drawn  up  by  a  coordinating  committee  made  up  of  senior  NIH  staff 
members  and  the  participation  of  a  wide  range  of  non-govemmental  experts.  This 
year,  this  process  also  included  a  review  by  a  task  force  of  distinguished  scientists  (the 
Levine  Committee)  of  the  entire  AIDS/HIV  research  portfolio.  This  group  has  made  a 
series  of  recommendations  to  guide  the  Office  of  AIDS  Research  in  setting  priorities 
among  the  differing  fields  of  science  pertaining  to  AIDS  and  among  mechanisms 
through  which  such  work  can  be  done. 

The  Levine  group  has  advised  us  that  a  much  greater  fraction  of  the  total  AIDS 
research  budget  should  be  used  for  funding  of  investigator-initiated  research  project 
grants,  to  enlist  the  creativity  of  the  scientific  community.  In  addition,  they  indicate 
to  us  that  a  major  emphasis  on  prevention  research  was  essential.  They  proposed  a 
three-part  program.  These  included  1 )  a  re-invigorated  and  highly  integrated  vaccine 
development  program,  receiving  leadership  from  a  distinguished  non-govemmental 
scientist;  2)  a  fundamental  and  applied  research  program  in  human  immunology  to 
provide  the  underpinning  for  the  vaccine  development  effort  and  3)  a  comprehensive 
research  program  in  behavioral  and  biomedical  (non-vaccine)  prevention.  They  also 
indicated  that  important  changes  were  needed  in  the  NIH  drug  discovery  program. 

Basically,  the  development  of  criteria  are  based  on  a  continuing  process  that 
involves  understanding  the  state  of  the  epidemic,  reaching  a  judgment  as  to  where  an 
effort  is  apt  to  pay  the  largest  rewards,  and  then  building  a  budget  that  emphasizes 
these  areas  without  unduly  neglecting  other  areas. 

EXTRAMURAL  RESEARCH  INFRASTRUCTURE 

Question.  Dr.  Varmus,  a  key  aspect  of  our  national  research  capacity  is  our 
research  infrastructure.  Facilities  play  an  important  role  in  supporting  state-of-the-art 
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research  initiative,  which  enable  rapid  translation  of  research  progress  from  the 

"bench  to  the  bedside." 

The  National  Cancer  Institute  has  the  authority  to  fund  the  construction, 
expansion  and  renovation  of  extramural  cancer  research  facilities.  However,  studies 
since  1986  have  consistently  shown  that  there  is  a  serious  growing  deficiency  of 
adequate  research  space,  a  shortage  that  threatens  progress  in  biomedical  research. 
Estimates  of  the  need  for  new  or  renovated  space  range  to  as  much  as  $20  billion  over 
a  20-year  period. 

Dr.  Varmus,  can  you  please  tell  us  how  much  the  NIH  in  general,  and  the  NCI 
in  particular,  estimates  is  needed  to  replace  outmoded  extramural  research,  and  how 
much  is  in  the  Administration's  Budget  Request  for  these  extramural  activities  for 
fiscal  1997  at  NIH  and  NCI? 

Answer.  NIH  sees  biomedical  research  modernization  and  construction 
programs  as  important  to  provide  an  environment  in  which  world  class  biomedical 
research  can  be  conducted  safely  to  support  a  full  range  of  research  activities  focused 
on  the  challenges  of  human  illness  and  health.  The  National  Institutes  of  Health 
contributes  to  this  effort  in  several  ways.  Examples  include:  research  institutions  can 
depreciate  facilities  costs  through  indirect  cost  rates  on  research  grants;  alterations  and 
renovations  are  supported  through  direct  costs  on  research  grant  awards,  (a  total  of 
$5.6  million  in  FY  1995);  and  matching  funds  are  provided  for  construction  of 
extramural  biomedical  research  facilities.  Although  NIH  support  for  Extramural 
Construction  over  the  past  five  years  has  ranged  from  $7.5  million  to  $23.4  million 
annually,  this  is  a  relatively  small  source  of  the  more  than  $2  billion  spent  by  research 
institutions  nationwide  in  1992  and  1993  to  construct  new  biomedical  research 
facilities'.    The  FY  1997  President's  Budget  requests  $2  million  for  Extramural 
Construction,  all  for  the  NCI,  for  renovation  requirements  associated  with  the 
Frederick  Cancer  Research  and  Development  Center. 

The  NCI  has  provided  significant  support,  approximately  $375  million,  for  the 
upgrading  of  research  facilities  over  the  years.  In  addition,  due  to  provisions 
contained  within  the  awards,  the  institutions  were  required  to  match  funds  as  well. 
This  cost  effective  approach  often  translates  into  a  contribution  from  the  grantee  that 
exceeds  the  minimum  amount  required  for  matching. 


'    National   Science   Foundation    1994    Survey  of   Scientific   and 
Engineering   Research   Facilities. 
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QUESTIONS  SUBMITTED  BY  SENATOR  COCHRAN 
INSTITUTIONAL  DEVELOPMENT  AWARDS 

For  a  number  of  years  this  Subcommittee  has  included  report  language 
endorsing  the  activities  of  the  National  Center  for  Research  Resources  (NCRR)  to 
expand  the  research  capacity  in  States  which  have  not  traditionally  participated  as 
heavily  as  others  in  NIH  programs.  This  program  is  called  the  Institutional 
Development  Awards  program,  or  IDeA.  As  you  may  know,  I  sponsored  the 
provision  in  the  1993  NIH  Revitalization  Act  which  established  the  IdeA  program. 

Question.  Please  update  the  Subcommittee  on  NIH's  plans  for  this  program  in 
1996  and  under  the  President's  1997  request. 

Answer.  The  Institutional  Development  Award  activity  received  an 
appropriation  of  $2.1  million  in  FY  1996.  A  Program  Announcement  soliciting 
research  grant  applications  from  eligible  states  was  published  in  December,  1995  with 
a  February  1  receipt  date.  The  matching  awards  are  to  be  for  up  to  three  years  at  a 
level  not  to  exceed  $200,000  per  year  direct  costs  from  the  NIH.  Twelve  states 
submitted  applications.  These  were  reviewed  for  scientific  and  technical  merit  in 
April,  and  are  to  be  considered  by  the  National  Advisory  Research  Resources  Council 
in  September  for  the  second  level  of  review.  The  requested  level  of  funding  in  the 
President's  FY  1997  budget  request  is  $2.1  million;  this  will  allow  continued  funding 
of  the  1996  awards. 

Question.  How  is  NIH  responding  to  the  statement  contained  in  the 
conference  agreement  on  the  Omnibus  Continuing  Resolution  which  endorsed  this 
Senate's  recommendation  to  NIH  to  increase  support  for  the  IDeA  program  by 
$  1 .000.000  over  the  budget  request? 

Answer.  The  NCRR  has  increased  funding  for  the  IDeA  program  by 
$1,000,000  over  the  FY  1996  budget  request. 

Question.  I  understand  that  all  IDeA  projects  are  chosen  competitively.  Is  that 
correct?  Please  describe  this  process. 

Answer.  Yes.  All  Institutional  Development  Awards  applications  are 
reviewed  for  scientific  and  technical  merit  by  an  Initial  Review  Group  of  peers,  and 
undergo  a  second  level  of  review  by  the  National  Advisory  Research  Resources 
Council. 

Question.  Several  years  ago  the  NCRR  completed  a  report  which  indicated 
that  an  expansion  of  the  IDeA  capacity  building  program  to  a  level  of  $20  million  per 
year  would  be  appropriate  if  the  money  could  be  found  to  add  to  NIH's  budget.  Do 
you  still  believe  this  level  of  funding  could  be  effectively  spent? 

Answer.  The  plan  submitted  several  years  ago  for  implementing  the  IDeA 
program  at  NIH  included  a  phase  of  institutional  planning  grants,  followed  by  a  phase 
of  competition  for  funds  set  aside  within  all  the  Institutes  and  Centers  in  mechanisms 
that  are  in  general  use  at  the  NIH.  Currently,  the  NCRR  is  making  developmental 
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awards  to  several  institutions  each  year.  The  FY  1997  request  for  the  IDeA  program 
is  sufficient  for  NCRR  to  meet  its  goals  for  the  year.  While  additional  funds  could 
always  be  used,  NIH  has  not  requested  them  within  the  competing  priorities  of  the 
President's  budget. 

Question.  A  number  of  researchers  have  indicated  that  the  eligibility  criteria 
for  States  to  participate  in  the  IDeA  program  unintentionally  excludes  certain  States 
by  using  a  very  narrow  definition  of  a  State's  success  rates  in  winning  NIH  grants. 
Are  NIH  and  NCRR  willing  to  reconsider  this  definition? 

Answer.  The  authorization  language  from  the  NIH  Rcvitalization  Act  of  1993 
(Section  202)  indicates  that  the  program  is  intended  for  states  in  which  the  aggregate 
success  rate  for  grant  applications  for  NIH  funding  from  research  institutions  in  the 
state  have  historically  constituted  a  low  success  rate  in  obtaining  such  funds  related  to 
aggregate  rates  in  other  states.  The  NCRR  defined  the  1 5  eligible  states  as  those  with 
success  rates  for  obtaining  NIH  funds  of  less  than  20  percent  for  the  period  1982- 
1994.  This  criterion  conforms  to  the  intent  of  the  authorizing  legislation.  The  NCRR 
would  certainly  be  willing  to  consider  other  criteria  that  meet  this  intent. 

Question.  Would  it  make  sense  for  the  NIH  to  use  the  same  system  of  State 
eligibility  for  the  IDeA  program  that  the  National  Science  Foundation  and  other 
federal  research  agencies  use  for  the  Experimental  Program  to  Stimulate  Competitive 
Research  (EPSCoR)? 

Answer.  The  distribution  and  competitiveness  of  states  for  NIH  and  NSF 
grant  funds  are  not  the  same,  and  a  separate  determination  of  eligibility  for  IDeA 
awards  and  EPSCoR  awards  reflects  those  differences. 

CARDIOVASCULAR  RESEARCH 

Question.  The  Subcommittee  included  report  language  emphasizing  the 
critical  importance  of  increased  cardiovascular  research.  What  has  NHLBI  done  to 
implement  this  report  language  and  increase  its  emphasis  on  cardiovascular  research? 

Answer.  The  NHLBI  has  increased  extramural  and  intramural  cardiovascular 
disease  research.  For  example,  new  NHLBI  programs  addressing  the  genetics  of 
hypertension  include  research  to  identify  genes  and  study  gene-environment 
interaction  that  may  predispose  to  essential  hypertension  in  whites,  blacks,  Hispanics, 
and  Asian/Pacific  Islanders  and  to  clarify  the  role  of  specific  genetic  mutations  in 
development  and  maintenance  of  high  blood  pressure.  The  NHLBI  also  stimulated  an 
effort  to  map  the  rat  genome,  a  project  that  will  be  of  particular  value  to  researchers 
mapping  the  genes  for  hypertension  and  other  human  diseases  modeled  in  the  rat. 

The  NHLBI  has  begun  a  program  to  assess  the  role  of  micronutrients,  such  as 
folic  acid  and  vitamin  A,  in  normal  cardiovascular  development  and  a  clinical  trial  to 
evaluate  treatment  of  cardiac  complications  following  therapy  for  pediatric  cancer. 
Two  new  programs  on  CVD  in  women,  the  Evaluation  of  Ischemic  Heart  Disease  in 
Women  and  the  Angiographic  Trial  in  Women,  are  being  implemented  in  1996.  The 
former  is  designed  to  improve  accuracy  in  diagnosing  ischemic  heart  disease  in 
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women  and  to  develop  safe,  efficient,  and  cost-effective  approaches  for  evaluating 
women  with  suspected  ischemic  heart  disease.  The  latter  will  assess  the  efficacy  of 
hormonal  replacement  therapy  and/or  antioxidant  treatment  in  stabilizing,  inhibiting 
progression,  and  even  inducing  regression  of  coronary  plaques  in  women.  Research  to 
identify  mechanisms  that  may  explain  differential  expression  of  CVD  in  blacks  is 
being  conducted  in  the  new  NHLBI  Specialized  Centers  of  Research  in  Ischemic 
Heart  Disease  in  Blacks  program.  Molecular  biological,  cellular,  and  physiological 
approaches,  and  clinical  medicine  arc  being  used  to  investigate  the  role  of 
microcirculation  and  diabetes  in  ischemic  damage  to  the  heart  in  blacks. 

Other  new  areas  of  emphasis  include  programs  to  determine  if  addition  of  an 
angiotensin  converting  enzyme  inhibitor  to  standard  therapy  in  patients  with  known 
coronary  artery  disease  and  preserved  left  ventricular  function  will  prevent  CVD 
mortality  and  reduce  heart  attack  risk  and  to  encourage  research  on  molecular, 
cellular,  and  physiological  mechanisms  involved  in  angiogenesis  and  remodeling  in 
the  microvasculaturc,  particularly  as  they  relate  to  such  pathological  states  as  coronary 
insufficiency  or  hypertension.  In  addition,  the  Institute  released  two  program 
announcements  in  1995,  one  to  encourage  research  to  improve  prevention  and 
treatment  of  heart  failure,  a  major  cause  of  morbidity  and  mortality,  and  the  other  to 
facilitate  investigations  of  cellular  and  molecular  factors  that  may  be  implicated  in 
initiation  and  progression  of  atherosclerotic  lesions  in  adolescents  and  young  adults. 

CONSTANT  DOLLAR  COMPARISON 

Question.  Despite  progress,  heart  attack,  stroke,  and  other  cardiovascular 
diseases  remain  America's  greatest  killer  and  a  major  cause  of  disability.  Your 
FY  1995  NHLBI  Fact  Book  shows  that  in  constant  dollars  since  FY  1985,  the  NHLBI 
Heart  Program  decreased  by  4.8  percent  yet  in  the  same  time  period,  the  NHLBI  Lung 
and  Blood  Programs  increased  by  25  and  24.2  percent,  respectively.  What  accounts 
for  this  discrepancy?  Is  there  anything  that  should  be  done  to  rectify  this  discrepancy? 

Answer.  There  are  a  number  of  factors  that  contributed  to  this  difference  in 
the  percent  change  in  constant  dollars  between  the  Heart,  Lung,  and  Blood  Programs 
since  1985.  First,  special  emphasis  areas  may  affect  the  distribution  of  funding 
increases  from  year  to  year.  For  example,  the  NHLBI  AIDS  budget  increased 
500  percent  between  1985  and  1995  and  approximately  95%  of  the  AIDS  extramural 
budget  is  funded  from  the  Lung  and  Blood  Programs.  The  National  Marrow  Donor 
Program,  which  was  transferred  to  the  NHLBI  in  1989,  was  funded  from  the  Blood 
Program  until  1995  when  it  was  transferred  to  another  agency,  the  Health  Resources 
and  Services  Administration.  Both  of  these  examples  had  an  impact  on  the  growth  of 
each  of  these  programs  and  their  relative  percent  increase. 

In  addition,  a  major  factor  in  funding  decisions  and  the  allocation  of  resources 
between  NHLBI  programs  is  the  number,  cost  and  relative  scientific  merit  of  the  grant 
applications  submitted  to  the  Institute  by  investigators  each  year.  The  NHLBI 
attempts  to  maintain  approximately  the  same  scientific  merit  assessment  payline  in 
each  of  the  three  research  programs.  Therefore,  if  a  program  receives  a  greater 
number  of  applications  with  high  scientific  merit  scores,  this  would  have  a  major 
impact  on  the  program  distribution. 
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It  should  also  be  noted  that  such  comparisons  between  Institute  programs, 
rather  than  areas  of  research,  can  be  misleading.  A  number  of  research  areas  funded 
by  the  Institute  are  crosscutting  and  are  related  to  more  than  one  program.  For 
example  thrombosis,  which  is  the  formation  or  presence  of  a  blood  clot  inside  a  blood 
vessel  or  cavity  of  the  heart  and  is  a  major  cause  of  heart  attacks,  is  heart-related 
research  but  is  funded  primarily  from  the  Blood  Program  budget  because  it  also 
involves  the  study  of  blood  and  clotting.  These  funds,  amounting  to  about 
$62  million,  would  not  be  included  in  the  budget  of  the  Heart  Program  yet  would  be 
considered  related  to  heart  research. 

RESEARCH  FUNDING  DISTRIBUTION 

Question.  I  continue  to  be  concerned  that  the  NHLBI  does  not  seem  to  fare  as 
well  as  the  others  in  the  competition  for  funds.  The  President  is  proposing  for  the 
NHLBI  an  FY  1997  budget  that  represents  a  1.74  percent  increase  in  non-AIDS 
research  over  FY  1996  --  less  than  biomedical  research  inflation.  This  is  less  than  was 
requested  for  some  of  the  other  Institutes.  Do  you  believe  this  is  an  equitable 
distribution  of  biomedical  research  funding  which  meets  the  needs  of  cardiovascular 
research? 

Answer.  The  NHLBI  allocation  is  sufficient  to  support  our  highest  research 
priorities,  and  is  commensurate  with  the  increases  received  by  other  NIH  components. 


HEART  DISEASE  IN  AFRICAN-AMERICANS 

Question.  Heart  attack,  stroke,  and  other  cardiovascular  disease  remain  the 
greatest  killer  of  African-Americans.  They  suffer  disproportionately  higher  death 
rates  from  heart  disease  than  whites.  Although  age-adjusted  death  rates  for  heart 
disease  have  dropped  significantly  over  the  past  20  years,  the  drop  has  been  much 
greater  for  whites  than  for  African-Americans.  Please  give  a  status  report  and  an 
explanation  for  the  NHLBI's  planned  research  to  advance  understanding  of  heart 
disease  in  African-Americans. 

Answer.  The  National  Heart  Lung  and  Blood  Institute  supports  a  variety  of 
Institute-initiated  and  investigator-initiated  research  efforts  designed  to  advance 
understanding  of  heart  disease  (CHD)  in  African  Americans.  Taken  together,  this 
portfolio  covers  a  range  of  CHD  research  including  the  measurement  and  association 
of  risk  factors,  the  natural  history  and  clinicaLcourse  of  CHD.  and  the  genetic  and 
non-genetic  determinants  of  hypertension  and  coronary  heart  disease.    Although 
many  of  these  studies  were  established  several  years  ago,  research  protocols  are 
frequently  updated  to  incorporate  recently  identified  risk  factors  and  newer  diagnostic 
techniques. 

The  Institute  supports  three  large  population-based  studies  which  permit 
comparisons  between  African-Americans  and  other  racial  and  ethnic  groups  in  young, 
middle-aged  and  elderly  adults.  The  Coronary  Artery  Risk  Development  in  Young 
Adults  (CARDIA)  Study  of  the  development  of  CHD  risk  factors  has  shown  that  a 
substantial  proportion  (20  to  100%)  of  the  difference  in  blood  pressure  in  young  adult 
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black  and  white  men  and  women  may  be  attributable  to  differences  in  obesity  and 
other  lifestyle  factors.  Results  from  studies  on  the  clinical  course  of  CHD  in  African 
Americans  have  shown  that  left  ventricular  hypertrophy,  or  thickening  of  the  heart 
muscle,  is  an  important  predictor  of  CHD  in  blacks  and  may  occur  twice  as  often  in 
black  than  in  whites.  The  Atherosclerosis  Risk  in  Communities  (ARIC)  Study  of  risk 
factors  for  the  development  and  progression  of  atherosclerosis,  the  immediate 
precursor  of  CHD,  has  demonstrated  that  left  ventricular  hypertrophy  is  greater  in 
blacks  than  whites  and  increases  sharply  with  increased  blood  pressure.  Similar 
studies  are  underway  in  the  Cardiovascular  Health  Study,  which  has  also 
demonstrated  greatly  increased  risk  of  peripheral  vascular  disease  in  elderly  black  than 
white  men  and  women.  Peripheral  vascular  disease  is  strongly  related  to  and  often 
complicates  CHD  in  the  elderly. 

Preliminary  results  from  an  Institute-funded  program.  Mechanisms  Underiying 
Ischemic  Heart  Disease  in  Blacks,  have  identified  a  number  of  physiologic 
differences,  more  common  in  African  Americans,  that  appear  to  contribute  to  the 
virulence  of  CHD.  Excess  hypertension,  diabetes  and  an  unfavorable  blood  lipid 
component  (Lp(a))  have  been  implicated  in  contributing  to  their  excess  CHD;  these 
risk  factors  continue  to  be  carefully  evaluated  in  a  large  group  of  African  American 
men  and  women  with  documented  CHD.  Researchers  have  discovered  a  strong  link 
between  a  specific  genetic  abnormality  in  African  Americans  (blood  platelet 
glycoprotein  polymorphism)  and  premature  CHD  events,  which  may  represent  the 
first  genetic  platelet  thrombogenic  risk  factor  identified  for  CHD.  Other  research  has 
demonstrated  depressed  epicardial  and  microcirculation  blood  flow  unique  to  African 
Americans  with  hypertension.  These  findings  taken  together  suggest  potential 
differences  in  mechanisms  for  CHD  among  African  Americans  and  other  population 
groups,  and  may  provide  the  basis  for  improved  recognition  and  treatment  of  CHD  in 
African  Americans.    The  Institute  is  also  funding  other  programs  and  centers  specific 
to  basic  and  clinical  research  on  CHD  in  African  Americans:  Collaborative  Projects 
in  Minority  Health;  and  two  new  Specialized  Centers  Of  Research  (SCORs)  in  IHD  in 
Blacks.  The  recent  addition  of  these  two  projects  will  greatly  strengthen  the  body  of 
research  in  this  area. 

Studies  are  currently  planned  to  examine  factors  related  to  the  progression  of 
left  ventricular  hypertrophy  and  carotid  artery  atherosclerosis,  both  potent  risk  factors 
for  overt  CHD,  in  African-Americans  compared  to  whites.  In  addition,  two  large- 
scale  trials  are  underway  to  identify  the  best  methods  of  treating  hypertension  (the 
Antihypertensive  and  Lipid-Lowering  Treatment  to  Prevent  Heart  Attack,  or 
ALLHAT,  Trial)  and  promoting  compliance  with  treatment  regimens  (Improving 
Hypertensive  Care  for  Inner-City  Minorities)  among  African-Americans.  Results  of 
these  studies  will  be  used  to  refine  the  Institute's  hypertension  control  programs, 
which  are  designed  to  reduce  morbidity  and  mortality  from  CHD  and  stroke  among  all 
Americans  but  particularly  those  disproportionately  affected  by  it,  specifically  middle- 
aged  African-Americans. 
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QUESTIONS  SUBMITTED  BY  SENATOR  MACK 

Question.  Currently,  the  NIH  is  funding  approximately  23.0  percent  of  all 
peer-approved  grant  applications.  The  President's  Budget  Request  includes  a  freeze 
for  the  National  Institutes  of  Health  in  FY  1998-2000.  If  this  freeze  were 
implemented,  what  is  your  estimate  of  the  percentage  of  grant  applications  which 
would  be  funded  in  each  of  these  fiscal  years? 

Answer.  Support  of  investigator-initiated  biomedical  research  through 
research  project  grants  (RPGs)  will  continue  to  be  NIH's  highest  priority.  Support  of 
the  RPG  pool  would  be  maintained  by  lowering  the  cost  of  living  increases  for 
individual  new  and  competitive  renewal  grants  and  for  noncompeting  grants.  To 
maintain  the  number  of  competing  RPGs  at  a  minimum  of  6,000  and  the  number  of 
total  RPGs  at  a  level  greater  than  24,000,  NIH  will  provide  the  following  variable  cost 
of  living  increases:  PiT  1998  =  2.0  percent,  f^  1999  =  0.0  percent, 
FY  2000  =  2.0  percent.  It  is  estimated  that  success  rates  for  FY  1998  through 
FY  2000  will  range  from  20  to  23  percent. 

Question.  What  plans  have  been  made  by  NIH  in  anticipation  of  this  freeze? 

Answer.  Support  for  investigator-initiated  research  through  research  project 
grants  (RPGs)  would  continue  to  be  NIH's  highest  priority,  given  the  levels  identified 
in  the  President's  Budget.  Support  for  RPGs  in  total  would  receive  a  slightly  higher 
percent  increase  than  other  funding  mechanisms.  To  ensure  a  stable  RPG  pool  and  to 
continue  the  flow  of  new  ideas  and  the  entry  of  new  investigators  in  medical  research, 
NIH  would  provide  lower  cost  of  living  increases  in  each  year  for  individual  new  and 
competing  renewal  grants  and  noncompeting  grants  in  lieu  of  the  3.7  percent  cost  of 
living  increase  estimated  keeping  pace  with  inflation.  To  support  a  minimum  of  6,000 
competing  RPGs  and  24,000  RPGs  in  total,  NIH  would  provide  individual  research 
grants  with  a  2.0  percent  cost  of  living  increase  in 

FY  1997.  2.0  percent  in  FY  1998, 0.0  percent  in  FY  1999,  and  2.0  percent  in 
FY  2000. 

All  other  research  mechanisms  including  research  centers,  other  research 
grants,  research  training,  research  and  development  contracts,  and  the  intramural 
research  program,  would  increase  by  the  same  percentage,  slightly  below  the  increase 
for  RPGs.  Research  management  and  support  would  receive  an  increase  which  is  1.0 
percent  less  than  for  research  mechanisms,  and  the  Office  of  the  Director  would 
receive  0.5  percent  below  the  increase  provided  for  research  mechanisms. 

Question.  What  areas  of  research  (cancer,  AIDS,  Alzheimer's  disease,  etc.) 
would  be  cut  if  the  freeze  is  implemented? 

Answer.  All  areas  of  NIH  research  and  administration  would  be  affected  by  a 
freeze. 

Question.  If  the  freeze  is  implemented,  would  NIH  anticipate  the  need  to 
implement  a  Reduction  In  Force  (RIF)?  If  so,  how  many  employees  would  be  affected 
by  the  RIF? 
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Answer.  At  present  the  NIH  does  not  anticipate  any  Reductions  in  Force  in 
the  out  years  of  the  FY  1997  Presidents  Budget.  NIH  has  significantly  reduced  the 
number  of  Full  Time  Equivalent  (FTEs)  since  FY  1993,  and  is  currently  following  an 
FTE  streamlining  plan  through  FY  1999.    NIH's  FY  1996  FTE  target  of  15,471  FTE 
is  1.977  less  than  the  FY  1993  streamlining  baseline  of  17,448  FTE,  an  1 1  percent 
reduction. 

Question.  How  much  of  an  impact  would  a  freeze  have  on  the  National 
Cancer  Program? 

Answer.  The  pace  of  discovery  would  be  slowed  in  the  National  Cancer 
Program  as  with  the  other  programs  sponsored  by  the  National  Institutes  of  Health. 
All  of  the  Institutes,  Centers  and  Divisions  at  NIH  will  receive  similar  funding 
patterns  during  FY  1998  through  FY  2000.  Areas  of  research  specific  to  the  National 
Cancer  Institute  that  would  be  slowed  include  breast  cancer,  prostate  cancer,  and 
cancer  genetics. 


QUESTIONS  SUBMITTED  BY  SENATOR  HARKIN 

INFORMATION  DISSEMINATION 

Question.  My  question  relates  to  those  cases  where  NIH  funded  research  has 
produced  dramatic  new  discoveries  that  can  lead  to  immediate  treatments  and  cures, 
that  can  reduce  human  suffering,  and  that  can  result  in  significant  savings  in  health- 
related  expenditures.  Specifically,  Dr.  Varmus,  what  mechanism  or  procedures  has 
the  NIH  developed  to  get  that  information  on  dramatic  new  discoveries  out  to  the 
American  health  care  consumer  and  to  health  care  providers? 

Answer.  NIH  has  devised  a  number  of  ways  to  help  move  research-based 
health  information  toward  appropriate  application  by  consumers  and  by  health  care 
providers.  Three  examples  are  provided: 

•  NIH  has  set  guidelines  for  alerting  physicians  and  the  public  about  findings 

from  clinical  trials  in  cases  in  which  timely  and  broad  dissemination  of  results 
could  prevent  death  or  provide  better  outcomes  for  patients.  An  example  was 
the  distribution  of  a  clinical  alert  on  research  showing  that  oral  prednisone  (a 
steroid  drug)  was  not  only  ineffective  in  speeding  recovery  or  in  improving  the 
visual  outcome  after  optic  neuritis,  but  actually  increased  a  person's  risk  for 
future  attacks  in  either  the  affected  eye  or  the  patient's  other  eye.  Shortly  after 
the  study  data  were  analyzed  and  reviewed  by  experts,  the  NIH  mailed  the 
clinical  alert  to  27,000  ophthalmologists  and  neurologists  nationwide.  In 
addition,  NIH  cooperated  with  the  American  Academy  of  Ophthalmology, 
which  distributed  the  alert  to  its  16,000  members.  A  news  release  was  also 
sent  out  to  reporters,  who  provided  reports  of  the  finding  to  the  public  through 
newspapers  and  the  broadcast  media.  The  clinical  alert  was  also  distributed 
electronically  through  the  National  Library  of  Medicine's  MEDLINE  network 
of  more  than  50,000  users.  The  alert  also  appears  on  NIH's  Home  Page  for 
Internet  users. 
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•  NIH  holds  consensus  development  conferences  several  times  a  year  on 
controversial  issues  in  medicine  important  to  health  care  providers,  patients, 
and  the  general  public,  which  result  in  wide  dissemination  of  consensus 
stjftements.  Dissemination  is  accomplished  through  direct  mail,  widespread 
media  coverage,  publication  of  consensus  summaries  in  journals  read  by 
physicians,  and  through  the  NIH  Home  Page  for  Internet  users. 

•  Sometimes  fully  developed  health  education  programs  are  undertaken  by  NIH. 
A  classic  example  is  the  National  High  Blood  Pressure  Education  Program 
begun  in  1972  and  continued  today.  This  program  is  based  on  research  on  the 
risk  factors  associated  with  high  blood  pressure,  health  disease  and  stroke,  and 
is  aimed  at  the  public,  patients  and  professionals,  with  components  of  the 
program  aimed  at  each  audience.  It  is  operated  in  partnership  with  national 
voluntary  and  professional  organizations,  state  health  departments,  federal 
agencies  and  other  groups  with  a  stake  in  educating  people  about  high  blood 
pressure.  Over  the  years,  the  health  messages  conveyed  have  changed  as 
public  understanding  has  improved.  Currently,  the  campaign  focuses  on 
preventing  high  blood  pressure,  with  special  emphasis  on  those  at  greatest  risk, 
including  African-Americans  and  those  in  the  "Stroke  Belt"  (parts  of  the 
Southeast  U.S.).  The  program  has  had  a  strong  impact  on  awareness, 
treatment,  and  control  of  hypertension  in  the  United  States.  Its  effect  on  health 
disease  is  unquestionable,  and  even  the  more  striking  declines  that  we  have 
seen  in  death  rates  from  stroke  are  in  part  due  to  the  success  of  this  endeavor. 
NIH  has  other  health  education  programs  including  those  aimed  at  asthma, 
cholesterol  control,  cancer  prevention,  depression  and  other  health  problems. 

Question.  Is  the  NCI  information  dissemination  network  a  model  for  other 
institutes? 

Answer.  The  Cancer  Information  Service  (CIS),  or  1-800-4-CANCER,  is  the 
National  Cancer  Institute's  (NCI)  public  inquiry  response  system  used  by  physicians 
and  health  professionals,  cancer  patients,  their  families,  and  the  general  public.  It  is  a 
highly  developed  service  backed  up  by  very  carefully  programmed  resources  (such  as 
the  Physicians'  Data  Query  [PDQ]  System,  a  very  rich  data  base)  so  that  CIS  can 
handle  the  most  difficult  and  sophisticated  inquiries  through  approximately  17 
locations  around  the  country  (usually  connected  with  major  cancer  centers).  The  CIS 
is  a  model  for  other  NIH  telephone  response  systems.  Each  of  the  NIH  Institutes  and 
Centers  (ICs)  respond  to  public  inquiries  an<J  see  this  as  a  primary  responsibility. 
These  institute  efforts  are  bolstered  by  trained  information  specialists,  clearinghouse 
operations  that  include  database  search  capabilities  and,  in  a  number  of  instances,  toll- 
free  telephone  access.  As  a  part  of  this  effort,  NIH  places  special  emphasis  on 
particular  health  areas-for  example,  depression  awareness,  Alzheimer's  disease, 
AIDS  treatment  and  clinical  trials,  diabetes,  etc.-where  particular  strategies  are  used 
to  promote  contact  with  the  NIH  services.  In  addition,  the  NIH  Office  of  Rare 
Diseases  is  currently  working  closely  with  experts  at  the  NCI  to  develop  a  data  base 
on  rare  diseases  that  will  be  modeled,  in  part,  on  the  NCI  system. 

Question.  Could  this  function  be  consolidated  so  that  all  institutes  have  the 
same  capacities  as  NCI. 
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Answer.  NIH  has  recently  competed  a  review  of  its  overall  telephone  response 
system  and  considered  two  options  related  to  consolidation  of  inquiry  response.  (For 
background,  NIH  currently  receives  about  two  million  public  inquiries  a  year,  about 
60  percent  of  them  via  telephone,  and  others  by  mail 

[30  percent],  fax,  electronic  mail,  TTY  line,  and  in  person.)  The  two  options  relating 
to  consolidation  included  one  option  for  centralized  screening  of  inquiries  or  use  of  a 
central  NIH  public  inquiry  staff  and  a  second  option  for  a  single  NIH  toll-free 
telephone  number.  (For  background,  NIH  now  supports  12  toll-free  telephone 
numbers  on  specific  subject  areas,  including  l-8(X)-4  CANCER.)  After  the  review  of 
the  current  system,  the  report  did  not  recommend  consolidation  as  described  in  the 
two  options,  primarily  for  two  reasons:  First,  staff  responding  to  inquiries  require  a 
high  degree  of  knowledge  to  be  up  to  date  on  the  intricacies  of  each  institute's 
programs  and  on  the  newest  treatments  and  discoveries;  with  greater  range  of  subject 
matter  coverage,  quality  of  responses  would  likely  suffer.  Second,  adoption  of  an 
overall  toll-free  number  for  NIH  as  a  whole  would  require  major  outlays  of  costs  and 
resources.  While  not  recommending  consolidation  of  this  sort,  the  review  and  report 
did  point  to  several  other  steps  NIH  might  take  to  streamline  its  public  inquiry 
response  system.  These  are  being  looked  at  more  closely  for  implementation. 

INTRAMURAIVEXTRAMURAL  FUNDING 

Question.  Why  have  you  proposed  to  shift  funds  from  intramural  to 
extramural  research  programs? 

Answer.  NIH  does  not  propose  to  shift  funds  from  intramural  to  extramural 
research.  The  1997  President's  Budget  requests  an  increase  of  $437  million  or 
3.6  percent  over  the  FY  1996  Estimate.  Excluding  the  $390  million  requested  for  the 
Clinical  Research  Center  and  other  buildings  and  facilities,  the  FY  1997  President's 
Budget  provides  an  increase  of  $193.5  million  or  1.6  percent  over  the  FY  1996  level 
for  program. 

Funding  for  investigator- initiated  biomedical  research  primarily  through 
research  project  grants  (RPGs)  continues  to  be  NIH's  highest  priority.  NIH  would 
increase  support  for  RPGs  by  2.6  percent  over  the  FY  1996  level.  This  will  allow  NIH 
to  provide  new  research  opportunities  and  sustain  the  momentum  of  existing 
investigator-initiated  research.  Support  for  most  other  research  mechanisms, 
including  the  intramural  research  program,  will  remain  essentially  level  with 
FY  1996. 

Question.  Which  NCI  core  programs  will  be  affected  by  this  proposal? 

Answer:  The  new  National  Cancer  Institute  (NCI)  leadership  initiated  a  major 
reorganization  and  significant  management  improvements,  based  on  recommendations 
of  the  Ad  Hoc  Working  Group  of  the  National  Cancer  Advisory  Board  and  NCI 
streamlining  workgroups  and  quality  improvement  teams.  These  changes,  including 
decentralized  authority  for  many  operating  decisions,  reflect  NCI's  recognition  that 
programmatic  and  cost  efficiencies  were  both  possible  and  would  best  realize  the 
Institute's  mission  by  enhancing  scientific  program  management,  reducing  duplication 
and  overlap,  fostering  a  uniform  standard  of  intramural  research  excellence. 
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improving  communication  between  scientists  working  in  related  areas,  improving  and 
simplifying  administrative  functions,  and  optimizing  the  use  of  information 
technologies. 

To  achieve  these  efflciencies  and  better  align  the  organization's  structure  with 
evolving  scientific  priorities,  the  extramural  programs  have  been  regrouped  to  reflect 
current  scientific  knowledge  and  co-locate  certain  clinical  grant  programs  for  more 
efficient  scientific  management.  All  intramural  laboratory,  clinical,  and  population- 
based  research  has  been  consolidated  under  three  new  divisions.  The  Office  of  the 
Director  has  been  restructured  and  now  includes  the  Offices  of  Strategic  Planning  and 
Technology  Development  to  ensure  continuing  surveillance  of  opportunities  to 
improve  planning,  management,  and  efficiency. 

Moreover,  the  reorganization  makes  real  NCI's  dedication  to  stronger 
participation  in  decision-making  by  the  cancer  research  community  while  at  the  same 
time  streamlining  the  advisory  committee  structure.  A  single  Board  of  Scientific 
Counselors  (BSC),  reviewing  and  advising  on  intramural  research,  replaces  the  four 
Boards  previously  addressing  activities  of  each  of  the  four-program  divisions. 
Similarly,  one  Board  of  Scientific  Advisors  (BSA)  will  appraise  and  make 
recommendations  for  the  extramural  programs.  For  the  first  time,  both  Boards  now 
include  members  of  the  lay  community  in  addition  to  leading  scientists.  Advisors  will 
now  be  able  to  consider  the  programs  of  the  NCI  as  a  whole,  rather  than  only  the  type 
of  science  funded  by  a  single  division. 

Steps  have  also  been  taken  to  solicit  advice  from  the  community  of  NCI 
intramural  scientists  and  the  scientific  and  administrative  staff  responsible  for  the 
review,  award,  and  scientific  management  of  the  grant  programs.  The  internal 
Intramural  Advisory  Board  (lAB)  and  Extramural  Advisory  Board  (EAB)  meet 
regularly  to  advise  on  policy  and  process  and  serve  as  information  conduits  back  to 
the  staffs  they  represent. 

The  NCI  Executive  Committee,  which  meets  weekly  to  make  major  policy  and 
operating  decisions  for  the  Institute,  has  been  newly  reconstituted  to  include  the  chairs 
of  the  lAB.  EAB,  BSC,  and  BSA.  In  this  way,  the  extramural  community  and  the 
internal  working  scientists  and  scientific  administrators  inform  and  influence  key  NCI 
policies  and  actions. 

The  NCI  recognizes  its  responsibilities  to  function  as  efficiently  as  possible 
and  make  hard  decisions  about  redirecting  funds  to  reflect  priorities  and  scientific 
opportunities.  Over  the  past  ten  months,  8  programs,  8  branches,  and  18  sections  have 
been  abolished  and  6  administrative  branches  have  been  merged  into  2  organizational 
components.  Information  management  and  support  services  have  been  consolidated 
from  seven  divisions  and  eight  offices  into  a  single  management  structure. 

Streamlining  has  allowed  us  to  do  NCI  business  faster  and  at  a  lower 
administrative  cost.  For  example,  the  cost  for  NCI  contract  review  process  was 
reduced  40  percent,  and  the  time  for  review  was  shortened  by  more  than  one-third. 
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Over  $25  million  have  been  reprogrammed  from  contracts  by  closing  or 
scaling  down  programs  of  lower  priority.  Major  shifts  of  funding  totaling  over 
$60  million  have  allowed  the  NCI  to  increase  by  about  one-third  the  number  of  new, 
investigator-initiated  single  project  research  grant  applications  that  receive  funding. 
These  funds  also  are  being  used  to  strengthen  clinical  research  and  our  clinical  trials 
program.  For  the  first  time,  NCI  intramural  research  programs  have  been  managed 
using  zero-based  budgeting  and  strict  cost  management  principles. 

All  of  these  changes  have  allowed  us  to  move  ahead  as  an  efficient  and 
effective  organization  as  we  seek  to  invest  new  monies  in  new  opportunities  to  reduce 
the  burden  of  cancer. 

As  a  result  of  these  efforts,  NCI  was  able  to  fund  approximately  95  more  grant 
applications  than  we  originally  estimated  for  this  fiscal  year.  The  ROl  payline  is 
expected  to  go  from  15.0  in  1995  to  23.0  in  1996.  In  addition,  it  is  expected  that  the 
success  rate  for  all  competing  RPGs  will  be  approximately  29  percent  in  1996,  as 
compared  to  the  26  percent  success  rate  in  Fiscal  Year  1995. 

FUNDING  FOR  PROSTATITIS  RESEARCH 

Question.  Prostate  cancer  has  been  considered  as  the  most  common  cancer, 
the  most  common  proliferative  disease  (BPH),  and  the  most  common  infiammatory 
disease  (prostatitis).  We  also  have  read  that  prostatitis  may  be  linked  in  some  way  to 
the  later  development  of  prostate  cancer.  What  plans  has  NIH  made  to  encourage 
research  in  prostatitis?  Does  the  NIH  plan  to  put  out  an  RFA  specifically  for 
prostatitis  research? 

Answer.  All  three  diseases  of  the  prostate:  prostate  cancer  (PCa),  benign 
prostatic  hyperplasia  (BPH),  and  chronic  prostatitis  are  found  to  frequently  occur 
simultaneously  in  the  same  prostate.  Because  of  this  simultaneous  occurrence,  there 
has  been  speculation  that  one  disease  is  a  precursor,  or  originator,  of  the  other.  As 
chronic  prostatitis  occurs  in  the  youngest  age  group  of  men,  and  is  perhaps  the  most 
prevalent  of  all  the  diseases  of  the  prostate,  it  has  been  suggested  that  it  is  the  initiator 
of  the  other  prostate  diseases.  This,  however,  has  never  been  scientifically 
demonstrated  or  verified. 

The  National  Institute  of  Diabetes  and  Digestive  and  Kidney  Diseases 
(NIDDK)  leads  the  Federal  research  effort  on  urological  diseases,  including  prostate 
disorders.  Our  major  partner  in  this  endeavor  is  the  National  Cancer  Institute  (NCI). 
The  NIDDK  and  the  NCI  have  recently  reconfirmed  their  commitment  to  continue 
their  joint  pursuit  of  research  related  to  diseases  of  the  prostate.  The  NCI  will  have 
primary  research  responsibility  for  carcinoma  of  the  prostate  and  the  NIDDK  will 
have  primary  research  responsibility  for  all  other  prostate  diseases  and  basic  research 
on  prostate  growth  and  development.  As  you  may  know,  our  urology  program  began 
as  a  small  component  of  the  NIDDK  and  has  grown  almost  300  percent  over  the  last 
five  or  six  years,  fueled  by  initiatives  that  are  related  to  prostate  disease. 

The  NIDDK  appreciates  the  significant  problems  which  prostatitis  presents  to 
those  men  who  suffer  from  this  chronic  disease.  The  Institute  has  developed  a 
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multifaceted  initiative  to  address  both  the  basic  and  clinical  aspects  of  chronic 
prostatitis.  In  December  1995,  the  NIDDK  sponsored  a  workshop  to  focus  attention 
on  the  need  for  research  on  prostatitis.  Workshop  participants  agreed  upon  a  common 
clinical  definition  of  prostatitis  and  identified  areas  for  future  research.  A  Request  for 
Applications  (RFA)  was  issued  March  29  in  the  NIH  Guide  to  Grants  and  Contracts  to 
address  basic  research  questions  related  to  chronic  prostatitis.  Future  initiatives 
planned  include  additional  RFAs  to  address  the  clinical  aspects  of  the  disease  plus  the 
development  of  scientific  workshops  to  encourage  investigators  to  focus  their 
expertise  in  this  area.  The  NIDDK  hopes  and  expects  these  steps  to  promote  research 
interest  and  scientific  activity  in  chronic  prostatitis. 

Also  relevant  to  chronic  prostatitis  are  many  of  the  NIDDK  funded  grants 
which  focus  on  BPH.  This  disease  has  a  symptomology  very  similar  to  prostatitis.  A 
good  example  of  this  is  the  large  NIDDK  sponsored  multicenter  clinical  trial  focusing 
on  BPH  which  will  have,  as  ancillary  projects,  studies  which  assess  the 
interrelationship  of  prostatitis,  BPH,  and  PCa. 

Through  these  and  many  other  projects  being  developed  within  the  Institute, 
the  NIDDK  will  be  addressing  chronic  prostatitis  and  encouraging  other  Institutes, 
investigators,  and  clinicians  to  apply  their  expertise  to  this  prevalent  and  distressing 
disease. 

FUNDING  FOR  THE  OFHCE  OF  DIETARY  SUPPLEMENTS 

Question.  In  FY  1996,  the  Senate  report  language  directed  NIH  to  give 
priority  to  the  new  Office  of  Dietary  Supplements  and  to  fund  it  at  no  less  than 
$1 .0  million.  We  understand  that  this  request  was  slated  to  be  reduced  to  $650,000 
but,  later,  was  restored  to  $1 .0  million.  What  is  your  plan  for  assuring  adequate 
staffing  of  this  office? 

Answer.  The  Office  of  Dietary  Supplements  (ODS)  has  made  remarkable 
progress  in  the  past  year  and  is  developing  a  strategic  plan  and  performance 
benchmarks.  The  Dietary  Supplements  Health  and  Education  Act  (DSHEA)  of  1994 
mandated  multiple  tasks.  The  Director  has  initiated  work  on  all  of  these  and  has  met 
with  many  of  the  key  external  scientific  and  professional  groups  in  the  private  sector, 
with  many  Institute  Directors  at  NIH,  and  with  staff  of  other  relevant  Federal 
agencies.  The  interest  in  the  proposed  activities  of  the  Office  has  been  high,  and  there 
is  an  extensive  collaboration  planned. 

To  follow-up  on  the  mandated  tasks  and  to  coordinate  activities  will  require 
increased  staff  support.  Appropriate  professional  staff  have  been  employed  on  a 
short-term  basis  using  professional  services  contracts  and  training  programs.  This  has 
initiated  necessary  activities  expeditiously.  As  the  strategic  plan  develops,  additional 
staff  with  relevant  expertise  in  dietary  supplements,  as  related  to  health  and  disease, 
and  in  relevant  research  processes  will  be  added. 

These  staff  members  will  be  recruited  using  a  variety  of  mechanisms, 
including  the  Intergovernmental  Personnel  Act  and  collaborative  agreements  with  the 
NIH  research  institutes.  This  will  afford  research  experience  in  conditions  of  interest 
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and  improve  collaborative  activities  with  the  institutes.  In  addition,  the  office  will 
maintain  the  flexibility  it  needs  to  ensure  that  its  funds  are  used  in  the  most  effective 
manner.  All  individuals  will  be  required  to  have  training  or  relevant  work  experience 
in  the  areas  of  nutrition  or  dietary  supplements.  These  individuals  will  be  well  versed 
in  specific  aspects  of  research  design  and  statistics  and  should  have  solid  working 
knowledge  of  survey  methodology,  clinical  trials  design  and  analysis,  and  be 
experienced  in  NIH  extramural  programs. 

FUNDING  FOR  THE  OFFICE  OF  ALTERNATIVE  MEDICINE 

Question.  Likewise,  Congress  provided  $5.0  million  in  FY  1995  for  the 
Office  of  Alternative  Medicine  (OAM).  In  FY  1996,  OAM  was  funded  at 
$7.5  million,  a  39  percent  increase  over  the  previous  year.  Yet,  the  FY  1997  request 
of  $5.7  million  reflects  a  24  percent  reduction  in  funding  for  the  Office.  What  is  the 
justification  for  this  reduction  and  how  does  this  level  of  cut  compare  to  other  entities 
within  the  OD  account? 

Answer.  NIH's  funding  decisions  were  based  on  overall  scientific  opportunity 
and  the  ability  to  maintain  ongoing  activities  with  reduced  funding.  The  overall 
funding  level  for  the  Office  of  the  Director  (OD)  reflects  a  funding  decrease  in  the  FY 
1 997  budget  request.  The  Office  of  Alternative  Medicine  (OAM)  along  with  most  of 
the  other  components  of  the  OD  sustained  reductions  in  funding. 

FIBROMYALGIA  SYNDROME  RESEARCH 

Question.  What  plans  do  you  have  to  more  effectively  utilize  existing 
resources  to  comply  with  the  past  three  years  of  Senate  appropriations  language  that 
encourages  your  Institute,  NIAMS,  to  increase  fibromyalgia  syndrome  (FMS)  research 
efforts? 

Answer.  Fibromyalgia  is  a  chronic  disorder  characterized  by  musculoskeletal 
pain,  fatigue,  and  multiple  tender  points.  Tenderness  occurs  in  precise,  localized 
areas,  particularly  in  the  neck,  spine,  shoulders,  and  hips.  The  NIAMS  has  a  long- 
standing commitment  to  understanding  the  source  of  this  disease  and  identifying 
avenues  of  diagnosis  and  treatment.  In  FY  1994  the  Institute  awarded  new  research 
grants  to  five  major  medical  centers  and  is  following  closely  the  progress  of  these 
research  projects. 

The  NIAMS  remains  committed  to  advancing  our  understanding  of  the  causes 
of  fibromyalgia  and,  to  that  end,  has  taken  the  lead  in  organizing  and  sponsoring  a 
scientific  workshop  on  fibromyalgia.  The  NIAMS  has  been  joined  by  a  number  of 
other  NIH  components  (including  the  National  Institute  of  Nursing  Research;  the 
National  Center  on  Sleep  Disorders  of  the  National  Heart,  Lung,  and  Blood  Institute; 
the  Office  of  Research  on  Women's  Health,  and  the  Office  of  Behavioral  and  Social 
Sciences  Research  of  the  Office  of  the  NIH  Director)  in  sponsoring  "The 
Neuroscience  and  Endocrinology  of  Fibromyalgia"  on  July  16-17,  1996,  at  the  NIH. 
The  goal  of  this  workshop  is  to  enhance  the  interest  in  and  understanding  of 
researchers  of  the  basic  science  of  chronic  pain,  neuroendocrinology,  circadian 
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rhythms,  and  sleep  disorders  associated  with  fibromyalgia.  We  look  forward  to 
sharing  the  recommendations  from  this  workshop  with  the  Congress. 

H.  PYLORI  RESEARCH 

Question.  Two  years  after  a  1994  consensus  conference  on  ulcers  over 
90  percent  of  Americans  are  still  unaware  of//,  pylori  and  the  potential  for  its 
eradication  in  as  little  as  two  weeks  through  the  use  of  antibiotics  and  an  acid- 
reducing  mechanism.  Dr.  Varmus,  what  action  has  the  NIH  undertaken  to  implement 
its  own  recommendations  concerning  a  campaign  to  educate  the  public  and  doctors 
about  the  benefits  of  and  treatment  for  //.  pylori  eradication?  Specifically,  has  a 
dialogue  between  "public  and  private  sectors"  on  this  education  effort  been  initiated? 
And  what  financial  resources  has  the  NIH  dedicated  and  how  much  is  it  planning  to 
dedicate  for  this  very  important  campaign? 

Answer.  The  Senate  report  on  the  FY  1995  budget  for  the  NIH  directed  the 
National  Institute  of  Diabetes  and  Digestive  and  Kidney  Diseases  (NIDDK)  to  provide 
to  the  Committee  a  strategic  plan  to  implement  the  research  effort  outlined  at  the 
February  1994  NIH  Consensus  Development  Conference  on  Helicobacter  Pylori  in 
Peptic  Ulcer  Disease.  The  Committee  further  directed  that  NIDDK  consult  the 
National  Cancer  Institute  (NCI),  the  National  Institute  of  Allergy  and  Infectious 
Diseases  (NIAID),  and  the  National  Institute  of  Child  Health  and  Development 
(NICHD)  on  aspects  of  the  plan.  The  Strategic  Plan  on  Helicobacter  Pylori  in  Upper 
Gastrointestinal  Diseases  was  submitted  to  the  Senate  Appropriations  Committee  in 
February  1995.  The  research  plan  summarized  the  recommendations  of  the 
Consensus  Development  Conference,  described  ongoing  research  supported  by  the 
relevant  institutes,  outlined  basic  and  clinical  research  opportunities,  and  enumerated 
specific  plans  to  broaden  and  strengthen  research  in  this  area. 

Consistent  with  the  Plan,  NIH  has  increased  its  research  effort  on  H.  pylori. 
To  respond  to  one  of  the  conclusions  of  the  Consensus  Development  Conference  that 
the  relationship  between  H.  pylori  infection  and  gastric  cancer  needs  to  be  explored, 
the  NCI  and  the  NIDDK  published  a  Request  for  Applications  which  resulted  in  the 
funding  of  nine  grant  applications.  The  NIDDK  and  the  NIAID  also  issued  a  joint 
solicitation  as  a  collaborative  effort  with  the  goal  of  seeking  grant  applications  to 
better  define  the  natural  history  of//,  pylori  infection,  immune  responses  to  infection, 
virulence  determinants,  bacterial  genetics,  antibiotic  resistance,  and  animal  models. 
Several  applications  will  be  funded  as  a  result  of  this  initiative. 

The  Strategic  Plan  also  stated  that,  "It  is  of  utmost  importance  that  information 
regarding  optimal  treatments  be  timely  and  effectively  communicated  from  physician 
to  patient.  A  collaborative  effort  in  this  regard  between  the  public  and  private  sectors 
must  be  encouraged."  To  address  this,  the  NIH  distributed  broadly  over  the  past  two 
years  the  summary  of  the  Consensus  Development  Conference  --  to  the  public  through 
the  news  media  and  over  the  Internet,  and  to  clinicians  through  publication  in  medical 
journals.  A  fact  sheet  on  ulcers,  which  describes  the  H.  pylori  discovery,  continues  to 
be  distributed  to  the  public  by  the  National  Digestive  Diseases  Information 
Clearinghouse,  funded  by  the  NIDDK.  The  confirmation  by  the  Consensus 
Development  Conference  that  ulcers  could  be  eradicated  with  a  relatively  simple 
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treatment  was  the  impetus  for  a  major  education  initiative  launched  by  the  American 
Digestive  HeJilth  Foundation  (ADHF),  a  cooperative  effort  of  the  American 
Gastroenterological  Association  and  the  American  Society  for  Gastrointestinal 
Endoscopy.  The  NIDDK  worked  closely  with  the  Foundation  to  develop  its  plans  to 
enhance  communication  to  consumers,  physicians  and  managed  care  organizations  to 
convey  the  message  that  H.  pylori  is  the  cause  of  most  ulcers.  Using  unrestricted 
grants,  the  ADHF  launched  a  major  educational  campaign  that  we  understand  will  be 
coming  to  a  close  shortly.  To  assess  the  extent  of  the  impact  of  the  1994  Consensus 
Conference  on  medical  practice,  a  contractual  study  was  undertaken  by  the  NIH  Office 
of  Medical  Applications  of  Research  (OMAR)  and  should  be  nearing  completion. 
This  evaluation  study  is  based  on  prescription  drug  patterns  for  treating  ulcers  in 
Medicaid  patients,  as  well  as  medical  outcome  data,  and  conU-asts  data  from  the 
period  1 2  months  prior  to  the  Consensus  Development  Conference  to  1 8  months 
following  it. 

Finally,  I  would  like  to  respond  to  your  questions  on  the  amount  of  resources 
NIH  has  committed  to  getting  the  word  out  to  physicians  and  consumers  about  the 
link  between  H.  pylori  and  ulcer  disease,  and  what  its  future  plans  are.  The  NIH 
expended  approximately  $182,000  on  the  H.  pylori  Consensus  Development 
Conference  and  about  $75,000  on  printing  and  mailing  of  pre-conference  material  and 
post-conference  summary  statements.  The  NIDDK  also  expended  approximately 
$20,000  on  development,  review,  production  and  dissemination  of  the  fact  sheet, 
"Stomach  and  Duodenal  Ulcers"  which  was  disseminated  to  health  professionals 
through  the  National  Digestive  Diseases  Clearinghouse.  The  NIH  efforts  in  this 
regard  were  relatively  modest  because  we  did  not  want  to  duplicate  the  multi-million 
effort  of  the  ADHF  Education  Campaign.  For  the  future,  the  NIH  plans  to  continue 
distributing  the  Consensus  Development  Statement  and  ulcer  fact  sheet,  for  which 
mailing  costs  should  remain  constant.  Both  of  these  publications  are  available  on  the 
Internet  World  Wide  Web,  and  are  easily  accessible  to  physicians  and  the  public. 

Recognizing  NIH's  responsibility  to  allocate  resources  to  areas  of  greatest 
need,  opportunity,  and  potential  benefit,  we  believe  that  it  would  be  advisable  at  this 
time  to  thoroughly  assess  the  extent  to  which  the  H.  pylori  discovery  has  penetrated 
medical  practice  before  undertaking  further  educational  efforts.  Such  a  review  would 
include  the  results  of  the  OMAR  impact  study  and  any  other  data  or  surveys  that 
might  yield  information  in  this  regard.  We  believe  that  only  after  such  a  review  would 
the  NIH  be  adequately  prepared  to  determine  the  appropriate  scope  and  target 
audience  for  any  further  education  effort  on  H.  pylori  and  its  link  to  ulcer  disease. 

Question.  Dr.  Varmus,  in  addition  to  the  National  Institute  of  Diabetes  and 
Digestive  and  Kidney  Diseases  (NIDDK),  what  other  NIH  institutes  have  been 
involved  in  funding  research  on  H.  pylori!  In  any  effort  generated  by  the  NIH  to 
educate  the  public  and  physicians  about  the  fact  there  is  a  medical  means  of 
eradicating  this,  should  those  institutes  join  with  NIDDK  in  administering  this 
education  program? 

Answer.  To  respond  to  your  question,  the  National  Institute  of  Diabetes  and 
Digestive  and  Kidney  Diseases  (NIDDK)  developed  a  strategic  plan  in  1995  in 
consultation  with  the  National  Cancer  Institute  (NCI),  the  National  Institute  of  Allergy 
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and  Infectious  Diseases  (NIAID),  and  the  National  Institute  of  Child  Health  and 
Development  (NICHD)  to  implement  the  research  effort  outlined  at  the  NIH 
Consensus  Development  Conference  on  Helicobacter  pylori  in  Peptic  Ulcer  Disease. 
The  plan  was  developed  at  the  request  of  the  Senate  Appropriations  Committee  in  its 
report  on  the  FY  1995  budget,  which  directed  the  NIDDK  to  report  to  the  Committee 
on  a  strategic  plan  and  to  consult  with  these  NIH  agencies  on  aspects  of  the  plan.  The 
NCI.  NIAID  and  NICHD  each  contributed  to  the  Strategic  Plan  on  Helicobacter 
Pylori  in  Upper  Gastrointestinal  Diseases  that  was  submitted  to  the  Congress  in 
February  1995.  Since  the  Strategic  Plan  was  developed,  several  collaborative  efforts 
have  been  undertaken  to  implement  its  research  agenda.  The  NCI  and  the  NIDDK 
published  a  Request  for  Applications  (RFA)  resulting  in  the  funding  of  nine  grant 
applications.  In  addition,  the  NIDDK  and  the  NIAID  jointly  published  an  RFA  and 
will  fund  several  applications  from  that  solicitation.  Finally,  the  NIDDK  and  the 
Office  of  Research  on  Minority  Health  (ORMH)  will  jointly  undertake  the  lead  on  a 
trans-NIH  RFA  focussed  on  the  pathogenesis  of  this  organism  in  minority 
populations.  The  NIH  would  continue  to  seek  input  from  each  of  these  institutes  and 
the  ORMH  regarding  H.  pylori  initiatives,  including  the  possibility  of  undertaking  any 
educational  program  in  this  area. 

Question.  It  is  my  further  understanding  that  research  has  shown  that  African 
Americans  and  Hispanics  have  higher  rates  of  H.  pylori  infection  than  the  rest  of  the 
population.  Accordingly,  would  it  be  appropriate  to  involve  the  NIH's  Office  of 
Minority  Health  in  the  H.  Pylori  public  education  efforts? 

Answer.  We  try  to  involve  all  relevant  NIH  components  in  the  development 
of  new  initiatives.  The  Office  of  Research  on  Minority  Health  (ORMH)  is  very 
interested  in  the  problems  that  H.  pylori  may  cause  for  minorities.  The  National 
Institute  of  Diabetes  and  Digestive  and  Kidney  Diseases  (NIDDK)  and  the  ORMH 
have  undertaken  jointly  to  lead  a  trans-NIH  RFA  to  address  the  pathogenesis  of  this 
organism  in  minority  populations  --  a  subject  we  know  too  little  about.  Because  this 
initiative  is  still  in  the  planning  stage,  we  cannot  predict  what  research  findings  may 
result.  If  this  research  effort  produces  information  of  importance  to  minority 
populations,  the  NIH  will  take  appropriate  steps  to  disseminate  the  research  findings 
and  will  seek  participation  from  relevant  NIH  institutes  and  offices,  including  the 
ORMH. 

THIRD-PARTY  REIMBURSEMENT  FOR  CLINICAL  TREATMENT 

Question.  Among  the  many  issues  explored  by  the  REGO  II  Options  Team 
during  their  recent  review  of  the  Warren  Magnuson  Clinical  Center  was  the  feasibility 
of  seeking  third-party  payment  for  some  of  the  services  provided  to  Clinical  Center 
patients.  The  Inspector  General  of  DHHS  and  the  General  Accounting  Office  also 
examined  this  issue  and  recommended  legislation  be  proposed  to  permit  the  Clinical 
Center  to  bill  for  services  received  by  patients  from  routine  care  that  is  provided  as 
part  of  the  clinical  protocol  and  should,  therefore,  be  covered  by  insurance.  Since  this 
funding  option  is  considered  feasible  for  the  NIH  Clinical  Center,  why  wouldn't  third- 
party  reimbursement  also  be  an  option  for  all  NIH-funded  centers  across  the  U.S.  that 
provide  similar  services?  Please  explain. 
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Answer.  In  fact,  many  NIH-funded  centers,  such  as  the  General  Clinical 
Research  Centers  (GCRCs),  support  research  for  which  grantee  institutions,  usually 
large  research  hospitals,  collect  third-party  reimbursement.  In  most  cases,  grantee 
institutions  collect  reimbursement  from  insurers  for  only  those  medically  necessary 
patient  care  services  that  would  be  provided  even  if  the  patient  in  question  were  not 
participating  in  clinical  research.  We  should  also  note,  however,  that  in  most  cases 
third-party  reimbursements  for  services  provided  in  NIH-funded  centers  such  as  the 
GCRCs  benefit  the  grantee  institution,  and  are  not  used  to  offset  the  cost  to  NIH  of 
sponsoring  the  clinical  research  for  which  the  reimbursements  are  being  collected. 

SCLERODERMA  RESEARCH 

Question.  Dr.  Varmus,  the  National  Academy  of  Sciences  President. 
Dr.  Bruce  Alberts,  has  said  that  scleroderma  is  a  solvable  problem  with  existing 
technology.  Do  you  agree  with  that  assessment?  What  else  do  you  think  can  be  done 
to  improve  the  state  of  basic  science  in  scleroderma? 

Answer.  Current  research  supported  by  the  NIH  is  identifying  possible 
avenues  that,  in  the  future,  may  lead  to  therapeutic  treatments  for  scleroderma. 
Examples  include  research  in  connective  tissue  remodeling  and  molecular  genetic 
studies.  Much  more  research  is  needed  before  all  aspects  of  this  complex  disease  can 
be  fully  understood. 

To  improve  the  state  of  basic  science  in  scleroderma,  the  National  Institute  of 
Arthritis  and  Musculoskeletal  and  Skin  Diseases  (NIAMS)  plans  to  convene  a  panel 
of  experts  for  a  roundtable  discussion  on  scleroderma  research  and  to  identify 
additional  promising  research  areas.  In  other  efforts,  the  NIH  attempts  to  stimulate 
interest  in  this  area  through  a  variety  of  mechanisms,  and  by  doing  so,  to  recruit  new 
investigators  to  the  field.  In  addition,  the  NIH  seeks  to  promote  collaborative  research 
efforts  among  interested  investigators  and  organizations.  The  NIH  also  places  a  high 
priority  on  bringing  laboratory  studies  to  the  patient  by  supporting  the  most 
meritorious  translational— bench  to  bedside— research. 

Question.  The  Scleroderma  Research  Foundation  has  apparently  made  great 
strides  in  understanding  this  disease  and  is  now  poised  to  begin  developing 
therapeutic  possibilities.  What  can  the  NIH  do  to  form  a  partnership  in  these  efforts? 

Answer.  The  NIH  is  always  seeking  to  form  collaborative  partnerships  with  a 
variety  of  agencies,  nonprofit,  and  voluntary  organizations.  In  addition,  the  NIH  is 
currently  looking  to  models  that  have  been  established  to  foster  collaborations 
between  for-profit  and  non-profit  organizations  to  find  which  ones  may  be  the  most 
beneficial  that  can  be  applied  to  enhance  our  efforts  in  this  regard. 


QUESTIONS  SUBMITTED  BY  SENATOR  INOUYE 

Question.  The  Office  of  Research  on  Minority  Health  has  addressed  many  of 
the  issues  related  to  the  disparity  in  the  health  status  of  our  minority  citizens.  What 
are  the  plans  to  expand  the  scope  of  this  office? 
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Answer.  Since  its  establishment  in  1990,  the  NIH  Office  of  Research  on 
Minority  Health  (ORMH)  has  been  in  a  constant  state  of  defining  and  refining  its 
mission,  adjusting  the  scope  as  necessary,  to  address  its  goal  —  diminishing  the 
disparity  in  the  health  status  of  our  nation's  minority  citizens. 

As  early  as  1 99 1 ,  ORMH  assembled  a  fact  finding  team  of  53  eminent 
scientists,  educators,  corporate  executives,  and  the  leadership  of  voluntary  and 
professional  health  associations.  Distinguished  members,  including 
Dr.  Ted  Cooper,  of  the  Upjohn  Company,  and  the  Honorable  Barbara  Jordan, 
enthusiastically  attended  three  regional  meetings,  gathering  information  and  ideas 
from  the  nearly  1,000  participants  from  across  a  broad  spectrum  of  educational, 
government,  and  community  organizations  with  interest  in  biomedical  and  life 
sciences.  Following  the  last  meeting,  the  fact  finding  team  drafted  recommendations 
and  submitted  them  to  the  NIH  Associate  Director  of  Minority  Programs.  Those 
findings  have  served  as  one  of  the  key  ORMH  blueprints  for  the  development  of 
rational  programs  and  initiatives  to  improve  the  health  status  of  minority  Americans. 

As  a  follow-up  to  those  recommendations,  the  ORMH  held  a  "National 
Conference  on  Minority  Research  and  Research  Training"  in  1994.  This  Chicago 
meeting  of  over  350  members  of  the  minority  biomedical  community,  was  designed  to 
assess  the  progress  made  by  ORMH  sponsored  projects  and  programs  toward  meeting 
the  13  original  recommendations.  The  outcome  of  this  meeting  was  then  published  as 
a  modified  set  of  recommendations  in  1995.  The  conference  concluded  that  ORMH  is 
achieving  its  dual  goals  of  increasing  research  on  diseases  affecting  minority  groups 
and  involving  more  minorities  in  biomedical  research.  The  conferees  also  indicated 
that:    1 )  there  remains  much  more  to  do  to  close  the  disparity;  2)  pursuit  of  the  original 
13  recommendations  should  be  continued;  and  3)  additional  effort  is  needed  in  areas 
of  behavioral  and  social  science  research,  infrastructure  development  at  minority 
institutions,  and  better  data  collection  on  minority  health  i.ssues.  The  report 
emphasized  that  the  ORMH  should  function  as  a  strong  trans-NlH  office  with 
responsibility  for  the  coordination  and  review  of  all  NIH  minority  health  and  training 
programs. 

While  progress  is  now  being  made  by  the  NIH  in  both  the  health  research  and 
research  training  areas,  it  is  clear  that  much  work  still  remains  to  be  done  to  bring 
appropriate  attention  to  these  issues.  The  NIH  Institutes  and  Centers  (ICs)  have 
collaborated  with  enthusiasm  with  ORMH  in  the  initiation  of  new  programs  and  the 
strengthening  of  existing  programs.  Expansion  of  the  scope  of  the  office  comes  from 
increasing  the  efforts  of  ORMH  and  enlisting  additional  support  from  the  ICs.  Some 
of  the  planned  activities  include: 

•  National  meetings  focusing  on  specific  ethnic  and  racial  health  needs.  The 

first  of  such  meetings,  held  in  January  1996,  addressed  concerns  of  the  Asian 
and  Pacific  Islanders.  This  was  a  very  productive  effort  which  resulted  in 
many  new  approaches  to  identify  and  develop  research  programs  which  will 
benefit  this  minority  group.  Similar  meetings  are  planned  to  identify  specific 
health  problems  and  research  approaches  related  to  diseases  in  Native 
Americans,  Afirican  Americans  and  Hispanics. 
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Expansion  of  pre-college  educational  programs.  To  ensure  that  more  students 
are  better  prepared  to  compete  in  college-level  science  and  mathematics 
programs.  ORMH  is  expanding  precollege  educational  programs.  This  activity 
is  now  being  carried  out  through  collaboration  between  ORMH  and  the 
National  Science  Foundation.  New  efforts  have  recently  been  added  to 
involve  research  learning  by  colleges  and  universities  on  how  students  learn  in 
collaboration  with  local  school  districts.  The  initiative  includes  a  focus  on 
improvement  in  the  achievements  of  minority  students  and  may  be  expanded 
to  include  other  Federal  agencies. 

NIH  minority  program  assessment.  ORMH  is  now  finishing  the  second  phase 
of  a  three-phase  assessment  of  all  NIH  minority  research  training  programs. 
This  second  phase  includes  a  feasibility  study  to  design  a  prospective 
evaluation  of  NIH  minority  research  training  programs.  Included  are 
development  of  criteria  for  successful  outcomes,  a  needs  assessment,  and  the 
development  of  a  research  and  reporting  system  to  provide  better  feedback  on 
progress  for  program  managers.  Also  included  is  the  design  of  a  tracking 
system  to  follow  students  through  various  training  programs  into  their  career 
positions.  Phase  three  of  this  major  assessment  will  see  the  implementation  of 
this  student  tracking  system  and  a  careful  analysis  of  all  NIH  minority  research 
training  programs. 

The  most  effective  features  of  existing  NIH  programs  will  be  recommended 
for  incorporation  into  other  NIH  minority  training  programs.  Programs  found 
to  be  duplicative  or  ineffective,  if  any,  will  be  recommended  to  be  terminated. 

Building  strategic  partnerships  with  health  associations  and  corporations. 
Based  on  the  initial  success  of  the  original  fact  finding  team,  it  is  clear  that 
there  are  many  organizations  interested  in  improving  the  health  status  of 
minority  Americans.  Organizations  like  the  Howard  Hughes  Medical  Institute 
and  the  Robert  Wood  Johnson  Foundation  were  represented  on  this  team  and 
have  demonstrated  their  commitment.  ORMH  is  interested  in  developing 
some  novel  synergistic  approaches  to  working  with  these  organizations. 
Likewise,  ORMH  is  seeking  to  develop  a  closer  more  collaborative 
relationship  with  interested  companies  to  strengthen  research  and  training 
opportunities  for  minorities.  In  fulfillment  of  its  mission,  ORMH  must  draw 
on  the  talents  of  many  organizations,  including  those  that  have  not,  up  to  this 
time,  been  considered  to  be  leaders  in  the  pursuit  of  minority  health  objectives. 
There  is  still  a  great  deal  of  untapped  talent  that  could  be  effectively  channeled 
into  some  innovative  and  effective  partnerships. 

Collaborative  research  programs  between  majority  and  minority  institutions. 
To  develop  research  capability  and  infrastructure  at  minority  institutions, 
ORMH  supports  programs  that  foster  collaborations  between  majority  and 
minority  institutions.  In  partnership  with  NIH  ICs,  ORMH  is  already 
supporting  a  number  of  such  collaborative  research  programs. 

Inclusion  of  minorities  in  research  study  populations.  There  is  a  need  to 
include  more  minorities  in  research  study  populations  in  order  to  answer 
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important  scientific  questions.  There  is  also  a  need  to  design  studies  with 
sensitivity  to  overcome  the  reluctance  of  many  minority  individuals  to 
participate  in  clinical  research.  In  collaboration  with  NIH  ICs,  as  well  as  other 
Public  Health  Service  agencies.  ORMH  will  sponsor  meetings  and 
presentations  in  the  research  and  minority  communities  to  demonstrate  to 
biomedical  researchers  that:  1)  including  minorities  in  studies  will  improve 
results;  and  2)  minority  subjects  can  be  recruited  to  participate  in  biomedical 
studies.  ORMH  will  also  demonstrate  to  minority  groups  the  value  of 
participating  in  biomedical  studies  and  facilitate  communications  among 
researchers  and  minority  community  health  organizations. 

Expanding  the  National  Minority  Fellowship  Program.  In  1991 ,  the  National 
Institute  of  General  Medical  Sciences  established  the  National  Minority 
Predoctoral  Fellowship  program  for  minority  students  pursuing  doctoral 
degrees  in  the  biomedical  sciences.  Since  its  inception  this  program  has 
awarded  over  $7  million  to  349  minority  students.  Many  minority  students 
who  receive  predoctoral  support  go  on  to  obtain  professional  degrees  in 
medicine,  dentistry,  and  veterinary  medicine.  ORMH  will  provide  two-  to 
five-year  postdoctoral  fellowships  to  enable  these  professionally  trained 
individuals  to  gain  advanced  research  training  and  enter  full-  or  part-time 
careers  in  biomedical  research. 


QUESTIONS  SUBMITTED  BY  SENATOR  KOHL 

NIH  CLINICAL  RESEARCH  CENTER 

Dr.  Varmus,  I  appreciate  that  your  request  seeks  authority  to  allow  the  Clinical 
Research  Center  to  bill  third-party  insurers  for  non-research  related  patient  services. 

In  response  to  a  request  I  made  in  1994  about  the  billing  issue,  last  October  the 
HHS  Inspector  General  provided  a  good,  comprehensive  report  with 
recommendations.  I'd  like  to  ask  a  few  questions  to  follow  up  on  that  report. 

As  you  know,  NIH  was  encouraged  to  seek  authority  to  bill  patients;  modify 
its  accounting  system  to  collect  the  full  costs  of  treating  patients  at  NIH;  separate 
research  costs  from  non-research  costs;  collect  insurance  and  financial  information 
from  patients;  and  develop  a  plan  for  implementing  the  new  billing  policies  in 
consultation  with  insurance  companies. 

You  seem  to  be  heading  in  the  direction  of  these  recommendations. 

Question.  How  far  along  are  you  in  developing  a  plan  to  implement  the  IG's 
recommendations?  May  I  and  the  Subcommittee,  receive  a  copy? 

Answer.  In  the  new  Clinical  Center  strategic  plan,  establishing  relations  with 
third  party  payers  has  been  identified  as  a  key  initiative  for  the  organization.  The 
Clinical  Center  is  in  the  development  phase  of  crating  the  infrastructure  necessary  to 
collect  third  party  payments.  To  date,  progress  includes  the  following: 
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In  preparing  its  response  to  the  Inspector  General  (IG)  on  the  issue  of  third  party 
payment,  the  Clinical  Center  has  collected  information  about  third  party 
reimbursements  from  research  subjects,  other  agencies  and  from  a  well-managed 
General  Clinical  Research  Center  (GCRC)  site.  All  other  agencies  and  programs  that 
were  surveyed  by  Clinical  Center  staff  implemented  collection  programs  in  hospitals 
that  already  had  financial  counselors,  patient  accounting,  patient  billing  and  third  party 
collection  systems  in  place  at  the  time  of  enactment  of  the  enabling  legislation 
permitting  third  party  billing;  the  Clinical  Center  has  never  had  such  programs. 

In  keeping  with  the  recommendations  of  Secretary  Shalala's  panel  that  recently 
reviewed  the  Clinical  Center,  the  Clinical  Center  director  has  initiated  a  dialogue  with 
insurers  and  managed  care  organizations  to  develop  innovative  approaches  to  the 
funding  of  clinical  research.  Such  negotiations  are  complex  and  delicate.  For 
example,  the  National  Cancer  Institute  (NCI)  has  recently  announced  an  agreement 
with  the  Department  of  Defense  (DoD)  under  which  DoD  will  pay  costs  of 
CHAMPUS  patients  involved  in  NCI  clinical  trials,  but  funding  for  patients  in  trials 
conducted  at  the  Clinical  Center  was  specifically  excluded  in  the  agreement  (and  was 
the  only  such  specific  exclusion). 

Pending  the  results  of  discussions  between  the  Clinical  Center  Director  and 
managed  care  organizations,  third  party  recovery  efforts  will  be  initiated.  Two 
options  the  Clinical  Center  is  considering  include  a  plan  which  will  either  impose  an 
annual  clinical  research  fee  on  managed  care  organizations  referring  patients  to  the 
NIH  Clinical  Center  or  charge  a  flat  (capitate)  fee  for  patient  participation  in  specific 
clinical  research  protocols.  The  NIH  wants  to  avoid  a  system  that:   1)  attempts  to 
segregate  patient  research  costs  from  "standard  care"  costs,  because  this  is  difficult,  if 
not  impossible,  to  do;  2)  bills  patients  directly;  3)  uses  a  collection  system  if  patients' 
insurance  claims  are  denied;  4)  results  in  patients  being  denied  insurance  as  a 
consequence  of  participating  in  an  NIH  clinical  research  project;  5)  penalizes 
investigators  who  are  not  seeing  insured  patients;  or  6)  burdens  investigators  with 
excessive  paperwork  that  will  interfere  with  their  abilities  to  conduct  their  research. 

Question.  The  budget  assumes  $18  million  in  first  year  savings  from  billing. 
What  savings  do  you  expect  for  the  following  year  and  thereafter?  Do  you  have  other 
suggestions  to  offset  the  cost  of  the  new  Center? 

Answer.  The  budget  included  an  estimate  of  $18  million  in  first  year  savings 
from  billing  third  parties  for  services  provided  in  the  NIH  Clinical  Center.  Once  we 
have  completed  our  conversation  with  insurers,  installed  the  necessary  information 
and  financial  management  systems,  and  investigated  different  rate  structures  and 
methods  of  collecting  the  payment,  we  will  begin  planning  what  level  of  payments 
would  be  appropriate  in  future  years. 

Question.  Do  you  have  plans  for  using  the  current  Clinical  Center,  and  if  so, 
are  renovations  required?  Do  you  expect  the  subcommittee  to  fund  any  needed 
renovations  or  does  the  $310  million  include  renovation  costs? 

Answer.  No  specific  program  of  renovation  is  yet  developed  for  Building  10. 
The  existing  Building  10  utility  infrastructure  is  deteriorating  and  obsolete,  its 
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electrical  systems  cannot  safely  support  growing  electrical  demand,  and  patient  care 
areas  and  laboratories  are  outmoded  and  overcrowded.  A  study  by  the  Army  Corps  of 
Engineers  found  that  the  magnitude  of  the  necessary  repairs  and  space  limitations  on 
the  campus  and  in  its  leased  facilities  would  make  it  prohibitively  expensive  to 
continue  the  Clinical  Center  operations  during  a  complete  overhaul  of  the  facility. 

Whether,  how,  and  when  this  project  is  carried  out  depends  on  several  factors: 

•  the  timing  and  scope  of  the  Clinical  Research  Center  construction; 

•  the  future  size  of  the  intramural  research  program;  and 

•  funding  flexibility,  both  in  terms  of  overall  discretionary  funds  available  to  the 
Department  of  Health  and  Human  Services  and  NIH,  and  what  portion  of  those 
funds  we  feel  can  be  devoted  to  our  facilities  infrastructure. 

Question.  It  is  my  understanding  that  the  request  for  billing  authority  is  not 
included  in  the  pending  NIH  reauthorization  bill.  Why  not? 

Answer.  The  Administration  requested  this  authority  through  the 
appropriations  process  instead  of  seeking  it  through  the  authorization  process. 

Question.  Shouldn't  NIH  seek  permanent  authorization  or  at  least  authority 
beyond  one  year? 

Answer.  Not  at  this  time.  Obtaining  a  legislative  mandate  to  grant  permanent 
authority  to  the  Clinical  Center  to  recover  third  party  payment  for  care  provided  to 
Clinical  Center  patients  is,  in  our  view,  premature.  The  establishment  of  the 
infrastructure  to  bill  for  care  will  have  to  be  de  novo.  If  the  first  year  of  collections  is 
successful,  NIH  can  seek  billing  authority  in  future  years  appropriation  language. 

NEW  CLINICAL  CENTER  FUNDING 

Question.  Did  you  run  a  comparison  on  how  the  $310  million  price  tag  for  the 
new  center  compares  to  construction  and  operation  costs  of  other  research  hospitals? 

Answer.  The  budget  was  developed  based  on  a  combination  of  historical  data 
from  construction  managers,  architects  and  engineers  on  projects  of  similar  size  and 
complexity.  In  all,  over  18  recently  completed  projects  were  used  in  conjunction  with 
professional  estimators'  data  bases  to  arrive  at  a  unit  cost  for  the  hospital  and 
laboratories  as  well  as  program  functions  such  as  diagnostic,  treatment  and  outpatient 
clinics.  These  costs  were  then  adjusted  based  on  the  project's  scope  and  parameters 
relative  to  the  NIH  Bethesda  campus  and  the  NIH  Design  Policy  and  Guidelines  to 
arrive  at  the  total  project  budget  estimate,  including  all  associated  management, 
design  and  inspection  fees. 

A  comparison  of  operating  costs  with  other  clinical  research  facilities  was  not 
done  because  there  is  no  other  facility  of  comparable  operational  complexity  on  the 
scale  of  the  new  Clinical  Research  Center.  Operating  costs  for  the  new  facility  will  be 
estimated  as  the  design  is  further  advanced. 
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Question.  It  appears  that  the  $310  million  request  for  the  new  Center  is  the 
main  reason  six  Nil!  institutes  received  increases  only  in  the  two  to  three  percent 
range  and  12  institutes  were  targeted  for  less  than  two  percent  increases.  Given  those 
disparities,  what  do  you  expect  will  be  the  impact  on  extramural  research  activities  or 
new  grants? 

Answer.    We  constructed  our  budget  request  so  as  to  minimize  the  impact  of 
the  one-time  extraordinary  cost  of  constructing  the  new  Clinical  Research  Center 
(CRC)  on  extramural  research  activities.  NIH's  highest  priority  is  the  funding  of 
investigator-initiated  research  primarily  through  research  project  grants  (RPGs). 
Within  the  FY  1997  Request,  NIH  will  increase  support  for  RPGs  by  2.6  percent  over 
the  FY  1996  Estimate;  including  Small  Business  Innovation  Research  (SBIR)  and 
Small  Business  Technology  Transfer  (STTR)  awards,  RPG  support  will  increase  by 
3.2  percent.  This  will  provide  an  increase  of  207  competing  research  grants  over  FY 
1 996  for  a  total  of  6,827  new  and  competing  renewal  research  project  grants.  The  total 
numbers  of  research  project  grants  including  SBIR  and  STTRs  will  increase  by  854 
grants  over  FY  1996  for  an  all-time  high  of  26,648  grants.  This  increase  will  allow 
NIH  to  provide  new  research  opportunities  and  sustain  the  momentum  of  existing 
investigator-initiated  research.  Overall,  the  FY  1997  President's  Budget  will  provide 
$10  billion  for  extramural  research  activities,  an  increase  of  approximately  2  percent 
over  FY  1996.  To  further  minimize  the  CRCs  impact  on  extramural  research  grants 
NIH  has  revised  its  planned  average  cost  increases  for  RPGs  to  2  percent  in  FY  1997, 
down  from  previous  annual  increases  of  4  percent,  in  part  to  reflect  the  declines  in 
biomedical  inflation  rates  which  is  allowing  our  research  dollars  to  buy  more. 

Question.  Despite  that  other  clinical  research  facilities  conduct  direct  billing, 
some  are  concerned  that  such  a  policy  at  NIH  may  make  it  harder  to  recruit 
participants.  Since  the  bulk  of  care  would  still  be  free  and  provided  by  world-class 
health  professionals,  the  Inspector  General  (IG)  report  concludes  that  the  numbers  of 
people  discouraged  from  volunteering  may  be  small.  Do  you  agree  with  the  IG's 
assumption? 

Answer.  We  don't  know  enough  yet  about  this  issue,  which  is  more  complex 
than  we  first  thought.  The  degree  to  which  patients  would  be  discouraged  from 
volunteering  for  clinical  research  protocols  if  the  Clinical  Center  set  up  a  third  party 
billing  system  is  uncertain.  The  impact  on  referring  physicians'  willingness  to  refer 
patients  to  Clinical  Center  studies  is  also  unknown.  The  issue  has  not  been  widely 
studied  to  date. 


In  1994,  the  number  of  people  enrolled  in  managed  care  organizations 
exceeded  40  percent  nationally.  The  Clinical  Center,  in  developing  an  infrastructure 
to  charge  third  party  payers  for  care  provided,  will  need  to  develop  arrangements  with 
managed  care  organizations.  Discussions  with  leaders  of  such  organizations  reveal 
that  the  issues  associated  with  referrals  are  more  complex  than  simply  whether  or  not 
the  bulk  of  care  provided  at  the  Clinical  Center  would  still  be  free.  Issues  that 
surfaced  regarding  the  impact  of  third  party  payment  on  clinical  research  are:  the 
possibility  that,  if  managed  care  organizations  enter  into  arrangements  with  the 
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Clinical  Center,  new  diagnoses  requiring  expensive  treatments  may  be  uncovered; 
since  most  of  the  care  is  free,  if  managed  care  organizations  refer  patients  to  the 
Clinical  Center,  there  may  be  a  perception  of  coercion  of  patients  to  accept 
"experimental"  care;  for  payment  purposes,  there  is  often  uncertainty  and 
disagreement  about  where  routine  care  ends  and  research  begins;  the  costs  associated 
with  clinical  research  may  compel  organizations  to  send  their  patients  into  clinical 
research  protocols;  and  how  to  develop  an  equitable  system  for  dealing  with  managed 
care  so  that  all  organizations  have  the  same  opportunity  for  access  to  the  Clinical 
Center  and  the  same  requirement  to  participate  in  support  clinical  research. 

Finally,  the  Clinical  Center  already  faces  difficulty  with  patient  referrals.  To 
alleviate  this  problem,  the  Clinical  Center  Director  has  launched  a  focused  effort  to 
attract  patients  to  research  protocols  through  the  establishment  of  a  Patient 
Recruitment  Service  Center.  The  Clinical  Center  has  already  initiated  a  series  of 
focus  group  discussions  with  physicians  in  three  cities  to  assess  issues  influencing 
patient  referrals. 

OFRCE  OF  MINORITY  HEALTH 

I  am  concerned  about  the  representation  of  minorities  in  the  health  sciences,  in 
addition  to  the  serious  problem  of  recruiting  a  new  generation  of  scientists  from  all 
backgrounds  into  clinical  research. 

I  know  it  is  not  the  intention  of  the  Office  of  Research  in  Minority  Health  to 
duplicate  recruitment  objectives  of  other  NIH  institutes,  such  as  the  National  Institute 
of  General  Medical  Sciences  (NIGMS),  or  even  training  programs  of  the  Health 
Resources  and  Services  Administration. 

Question.  Can  you  explain  what  outcome  you  expect  from  the  Minority 
Biomedical  Training  grants?  How  many  students  are  you  targeting  for  training? 

Answer.  The  Office  of  Research  on  Minority  Health  (ORMH)  has  established 
the  Minority  Health  Initiative  (MHI),  which  is  the  rubric  under  which  a  series  of 
multi-year  research  studies  and  a  set  of  training  programs  are  being  funded.  These 
efforts  are  targeted  to  address  the  scientific  basis  for  the  disproportionate  burden  of  ill- 
health  suffered  by  various  ethnic/racial  minority  groups  in  the  United  States  and  to 
increase  the  participation  of  minorities  in  biomedical  research.  A  strong  and  diverse 
workforce  in  the  health  and  biomedical  research  professions  is  inextricably  linked  to 
solutions  to  the  nation's  most  severe  health  problems. 

The  ORMH  achieves  its  goals  through  forming  partnerships  with  NIH 
Institutes  and  Centers  (ICs).  Through  this  mechanism,  the  minority  health  activities  of 
all  ICs  have  expanded  and  become  more  diverse.  A  two-way  channel  of 
communication  is  operating  through  which  ORMH  assists  ICs  and  vice-versa.  The 
outcome  has  been  a  giant  step  forward  toward  the  concerted,  integrated  effort  that  is 
necessary  to  facilitate  the  effectiveness  of  all  NIH  minority  program  efforts. 

The  ORMH  provides  support  for  under  represented  minority  student  training 
in  several  ways.  It  supports  new  programs  designed  in  partnership  with  ICs.  It  aids  in 
supports  of  ongoing  IC  training  projects  which  include  training  of  minorities  and 
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which  have  high  merit  but  for  which  sufficient  funds  are  not  available  within  the  IC 
budget.  Further,  longstanding  existing  NFH  minority  programs  have  been  expanded 
utilizing  today's  high  technology  to  improve  communication  and  to  reduce 
administrative  burdens  as  a  result  of  resources  made  available  by  the  ORMH. 
Through  open  and  frequent  communication  with  the  ICs,  ORMH  has  stressed 
accountability  and  assessment.  Since  the  advent  of  the  ORMH,  an  evaluative  study  of 
programs  has  become  a  very  high  priority,  and  being  funded  so  as  to  assess  all  of  the 
minority  research/training  programs  within  NIH.  The  second  phase  of  the  three-phase 
assessment  of  these  programs  is  now  being  completed. 

In  addition  to  partnerships  within  NIH,  the  ORMH  has  developed  partnerships 
with  other  Federal  agencies.  In  1992,  ORMH  began  a  partnership  with  the  National 
Science  Foundation  in  order  to  expand  the  Comprehensive  Partnerships  for  Minority 
Student  Achievement  (CPMSA)  program  so  as  to  enhance  the  activities  related  to 
biomedical  research  career  development.  The  CPMSA  program  supports  curriculum 
and  career  development  efforts  in  science  and  mathematics  at  the  elementary  and 
secondary  school  level.  That  partnership  has  now  been  expanded  to  provide  Centers 
of  Excellence  for  Research,  Teaching  and  Learning.  This  new  component  will 
provide  resources  to  improve  research  done  by  local  colleges  and  universities  on  how 
to  teach  more  effectively  at  the  precollege  level  and  will  provide  secondary  students 
with  research  opportunities  designed  to  maintain  and  enhance  their  interests  in  careers 
in  the  sciences. 

In  this  manner,  ORMH  contributes  to  the  training  of  nearly  10,000  under 
represented  minority  students  across  the  country  at  all  levels  along  the  educational 
pipeline  from  kindergarten  through  post-doctoral  studies.  This  support  is  provided 
through  approximately  40  programs  or  activities  for  undergraduate  and/or  graduate 
students.  Programs  initiated  by  ORMH  are  focused  on  filling  gaps  along  this  pipeline, 
particularly  in  those  areas  where  transition  from  one  level  of  education  to  the  next  has 
been  difficult  in  the  past.  In  addition,  as  mandated  by  Executive  Orders  and 
Congressional  language,  ORMH  has  directed  particular  attention  to  Historically  Black 
Colleges  and  Universities  and  Hispanic  Serving  Institutions  and  has  contributed 
through  the  partnership  approach  to  the  support  of  35  activities  that  support  such 
institutions  and/or  their  faculty. 

Question.    How  do  these  grants  differ  from  existing  minority  initiatives  of 
other  institutes  at  NIH,  such  as  those  under  the  General  Medical  Sciences  Institute  and 
the  Center  for  Research  Resources?  How  do  they  differ  from  HRSA  training 
programs? 

Answer.  The  focus  of  ORMH-initiated  activities  is  on  filling  gaps.  While 
activities  of  the  National  Institute  of  General  Medical  Sciences  (NIGMS)  and  the 
National  Center  for  Research  Resources  (NCRR)  cover  both  research  and  research 
training  activities,  the  persistence  of  disparity  in  the  health  status  of  minorities  dictates 
that  new  approaches  are  still  needed.  There  are  compelling  requirements  to  identify 
and  diminish  the  unique  health  problems  of  minority  Americans  through  both  research 
and  the  training  of  minorities  for  careers  in  biomedical  research. 
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To  assist  in  defining  the  agenda  of  the  ORMH,  a  53-member  fact  finding  team, 
comprised  of  national  leaders  in  the  areas  of  health  related  research  and  education, 
was  assembled.  This  team  held  regional  meetings  to  hear  testimony  from  Americans 
across  the  country  and,  subsequently,  made  recommendations  to  the  ORMH  as  to  the 
areas  in  which  sufficient  programming  was  lacking.  The  fact  finding  team 
commended  the  excellent  work  of  the  NIGMS  and  the  NCRR  and,  simultaneously, 
recognized  the  need  for  additional  programs  to  meet  specific  needs.  Therefore,  the 
ORMH  was  challenged  to  develop  programs,  as  necessary,  in  partnership  with  the 
Institutes  and  Centers,  (ICs)  and  to  participate  in  the  expansion  of  existing  IC 
programs,  where  appropriate.  ORMH  does  not  compete  with  the  ICs,  but  serves 
rather  as  a  partner,  facilitator  and  "spark  plug." 

The  difference  between  NIH  and  the  Health  Resources  Services 
Administration  (HRSA)  with  respect  to  training  programs  is  in  regard  to  the  career 
objectives  of  the  participants.  HRSA  training  programs  are  directed  toward 
developing  health  care  professionals.  NIH  training  programs  target  the  development 
of  biomedical  and  behavioral  research  scientists. 

Question.  Instead  of  providing  new  grants  of  $2-3  million  spread  out  from  the 
Office  of  Minority  Health,  wouldn't  there  be  a  greater  return  for  the  investment  if  that 
funding  was  allocated  under  activities  already  in  place  at  NIGMS  or  NCRR? 


Answer.  The  Office  of  Research  on  Minority  Health  (ORMH)  serves  as  the 
focal  point  for  assisting  NIH  with  achieving  its  goals  of  increasing  the  level  and  scope 
of  research  on  health  problems  that  disproportionately  affect  minorities  and  expanding 
the  participation  of  minority  scientists  in  biomedical  and  behavioral  research  efforts. 
The  strategy  used  by  ORMH  is  to  establish  partnerships  with  each  of  the  21  Institutes 
and  Centers  (ICs)  at  NIH  since  each  one  has  a  unique  mission  with  regard  to  its 
attention  to  the  health  needs  of  all  Americans.  By  including  all  of  these  NIH  ICs,  not 
only  the  National  Institute  of  General  Medical  Sciences  (NIGMS)  and  the  National 
Center  for  Research  Resources  (NCRR),  the  American  public  can  be  assured  that  all 
diseases  and  conditions  affecting  the  health  of  our  entire  population,  including  special 
minority  health  issues,  will  be  addressed.  While  both  NIGMS  and  NCRR  each 
provide  invaluable  support  to  the  mission  of  the  NIH,  other  activities  by  19  ICs  also 
are  needed  so  as  to  apply  their  creative  skills  and  their  special  knowledge  of  particular 
diseases  and  conditions  to  the  problems  which  affect  minority  people  in  a 
disproportionate  manner. 

This  inclusive  partnership  strategy  has  worked  well  for  ORMH  in  creating  a 
broader  understanding  of  minority  health  problems  and  in  developing  more  creative 
approaches  within  NIH  to  addressing  minority  health  and  research  training  problems. 
It  is  the  role  of  the  ORMH  to  encourage  and  coordinate  IC  efforts  by  adding  ORMH 
Minority  Health  Initiative  (MHI)  funds  to  IC  funds  to  launch  new  research  and 
training  ventures.  Those  which  are  shown  to  be  most  effective,  are  continued  through 
use  of  the  ICs  resources.  ORMH  funds  are  then  made  available  to  support  new 
ventures. 
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OFFICE  OF  WOMEN'S  HEALTH 

Question.  Can  you  describe  the  recruitment  efforts  under  the  Office  of 
Women's  Health?  Are  there  similar  programs  within  NIGMS  or  NCRR?  How  do 
activities  carried  out  by  the  NIH  Office  of  Research  on  Women's  Health  differ  from 
those  of  the  Office  of  Women's  Health  under  the  Public  Health  Service? 

Answer.  The  Office  of  Research  on  Women's  Health  (ORWH)  at  the  National 
Institutes  of  Health  was  the  first  office  established  within  the  Department  of  Health 
and  Human  Services  to  specifically  address  women's  health  issues  and  has  a  mission 
that  is  distinct  from  that  of  the  Public  Health  Service  Office  on  Women's  Health.  The 
ORWH  has  the  Congressionally  mandated  responsibility  for  ensuring  that  biomedical 
and  research  is  conducted  to  address  the  health  issues  of  women  across  their  entire  life 
spans,  that  women  and  minority  members  are  adequately  represented  in  all  NIH- 
supported  clinical  trials,  and  that  opportunities  are  expanded  for  women  to  enter  and 
advance  in  biomedical  research  careers.  No  other  entity  within  the  Public  Health 
Service  has  the  specific  focus  on  women's  health  research  and  on  women  as 
biomedical  scientists  that  the  ORWH  has. 

ORWH  sponsored  a  public  hearing  and  a  workshop  in  1992  to  identify  barriers 
for  women  and  to  develop  innovative  strategies  for  action  to  recruit,  retain,  and 
advance  women  in  scientific  careers.  The  resulting  recommendations  are  highlighted 
in  a  report,  "Women  in  Biomedical  Careers:  Dynamics  of  Change — Strategies  for  the 
21st  Century".  This  report  featured  a  specific  focus  on  perspectives  by  minority 
women  on  women  in  biomedical  careers. 

While  the  National  Institute  of  General  Medical  Sciences  (NIGMS)  and  the 
National  Center  for  Research  Resources  (NCRR)  sponsor  research  training  programs, 
these  programs  do  not  concentrate  specifically  on  the  recruitment,  retention,  and 
advancement  of  women  in  biomedical  careers.  The  ORWH's  "Reentry  into  the 
Biomedical  Sciences  Program"  has  been  unique  in  providing  an  opportunity  for 
scientists  whose  careers  have  been  interrupted  by  the  fulfillment  of  family 
responsibilities  to  gain  the  training  necessary  to  resume  their  careers  and  to  be 
competitive  in  the  job  market,  a  need  identified  in  the  public  hearing  and  workshop. 
The  success  of  this  reentry  program  is  an  example  of  ORWH's  achievements  in 
nurturing  the  careers  of  women  scientists.  Since  the  program  was  launched  in  1992, 
33  women  and  2  men  have  participated.  One  participant,  a  Hispanic  woman  whose 
medical  research  career  had  been  interrupted  by  the  births  of  a  first  child  in  1988  and 
of  triplets  in  1990,  is  currently  a  Fellow  in  medical  oncology  in  the  Division  of  Cancer 
Treatment  at  the  National  Cancer  Institute. 

ORWH  has  supported  a  number  of  programs  in  collaboration  with  other  NIH 
components  that  are  unique  in  that  they  specifically  support  opportunities  in  research 
for  women  through  experiences  on  the  NIH  campus.  In  addition,  ORWH  has 
facilitated  the  development  and  implementation  of  a  number  of  other  programs  for 
enhancing  careers  of  women  and  minorities  under  a  'Target  Women"  initiative  with 
the  NIH  Office  of  Science  Education  (OSE)  designed  to  overcome  barriers  to  women's 
advancement.  These  include:   1 )  Outreach  on  the  World  Wide  Web; 
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2)  An  ORWH/OSE  Speakers  Bureau  to  increase  visibility  of  a  diverse  group  of 
women  scientists  in  the  NIH  community.  It  includes  many  minority  women  who  can 
serve  as  role  models;  3)  A  "Writing  about  Science"  course  to  teach  young  scientists  to 
write  about  science  effectively;  the  classes  have  consisted  of  approximately  30  percent 
female  and  male  minority  participants  including  African-Americans,  Hispanics,  and 
Asians;  4)  A  'Talking  about  Science"  course  to  teach  young  scientists  how  to  present 
scientific  data  effectively.  It  included  about 

30  percent  minority  participants;  5)  A  "Women  in  Science"  poster  series  which  will 
feature  prominent  women  scientists  including  minority  women  scientists; 
6)  A  Young  Women's  Network  Brown  Bag  Lunch  Series  for  summer  interns  to 
provide  an  insight  on  the  problems  that  face  women  and  minority  women  scientists; 
and  7)  Career  Development  Workshops  designed  to  support  the  successful  career 
development  of  young  post  doctoral  intramural  researchers  by  addressing  the 
particular  problems  facing  anyone  entering  a  career  in  science. 

SUBCOMMITTEE  RECESS 

Senator  Mack.  The  subcommittee  will  stand  in  recess  until  2 
p.m.,  Tuesday,  July  16,  when  we  will  meet  in  room  SD-138  to  hear 
from  Secretary  Riley  of  the  Department  of  Education. 

[Whereupon,  at  3:59  p.m.,  Tuesday,  June  18,  the  subcommittee 
was  recessed,  to  reconvene  at  2  p.m.,  Tuesday,  July  16.] 


DEPARTMENTS  OF  LABOR,  HEALTH  AND 
HUMAN  SERVICES,  AND  EDUCATION,  AND 
RELATED  AGENCIES  APPROPRIATIONS  FOR 
FISCAL  YEAR  1997 


TUESDAY,  JULY  16,  1996 

U.S.  Senate, 
Subcommittee  of  the  Committee  on  Appropriations, 

Washington,  DC. 
The  subcommittee  met  at  2:05  p.m.,  in  room  SD-138,  Dirksen 
Senate  Office  Building,  Hon.  Arlen  Specter  (chairman)  presiding. 
Present:  Senator  Specter. 

DEPARTMENT  OF  EDUCATION 

Office  of  the  Secretary  of  Education 

statement  of  hon.  richard  w.  riley,  secretary  of  education 

accompanied  BY: 

DR.  MARSHALL  S.  SMITH,  UNDER  SECRETARY 

SALLY   H.    CHRISTENSEN,    DEPUTY  ASSISTANT   SECRETARY   FOR 
BUDGET 

OPENING  REMARKS  OF  SENATOR  ARLEN  SPECTER 

Senator  Specter.  The  Appropriation  Subcommittee  on  Labor, 
Health  and  Human  Services,  and  Education  will  now  proceed. 

Today,  we  have  the  distinguished  Secretary  of  the  Department  of 
Education  to  present  the  administration's  budget  for  fiscal  year 
1997.  We  welcome  Secretary  Riley.  The  education  of  America  is  a 
priority  of  the  highest  order.  Education  is  our  greatest  capital  asset 
in  America  and  as  we  approach  the  next  millennium,  it  is  some- 
thing that  we  have  to  emphasize  at  all  quarters. 

This  subcommittee  has  worked  hard  to  maintain  a  high  level  of 
education  funding,  and  in  fact,  it  was  the  amendment  cosponsored 
by  the  distinguished  ranking  member  Senator  Harkin  and  me  that 
broke  the  logjam  last  year  when  we  added  $2.7  billion  on  the  Sen- 
ate side  which  provided  the  funding  necessary  to,  in  effect,  save  the 
day. 

The  grave  difficulty  posed  was  to  find  an  appropriations  sub- 
committee bill  that  would  satisfy  both  the  House  of  Representa- 
tives and  the  President  of  the  United  States,  and  finally,  we  were 
able,  in  effect,  to  thread  the  needle. 

The  Senate  and  House  conference  lasted  for  some  20  hours,  and 
was  very  contentious,  but  finally,  the  appropriation  bill  was  ap- 

(431) 


432 

proved  by  a  vote  of  six  to  five  on  the  House  side,  about  as  close 
as  you  can  find  it.  And  eventually,  that  bill  was  signed  by  the 
President. 

This  year  we  approach  the  fiinding  process  again  with  substan- 
tial difficulty  but  the  bill  which  has  been  passed  by  the  House  of 
Representatives  is  a  good  bit  more  modulated.  I  would  not  want  to 
use  a  word  like  moderate,  but  a  good  bit  more  modulated  than  the 
one  was  last  year. 

The  priority  of  education  is  one  at  the  top  of  my  personal  agenda, 
and  I  think  it  worthy  of  repeating  my  roots  and  where  my  empha- 
sis on  education  came  from.  It  came  from  my  own  parents  who  em- 
phasized education  in  the  Specter  household  because  they  had  so 
little  of  it.  My  mother  came  as  a  child  of  5  from  a  small  town  on 
the  Russian-Polish  border.  She  went  to  the  eighth  grade  and  had 
to  leave  school  to  help  support  a  family  where  she  was  the  eldest 
of  seven  when  her  father  died  in  his  midforties. 

My  father  literally  walked  across  Europe  from  the  Ukraine,  rode 
steerage  at  the  bottom  of  the  boat,  had  no  formal  education  at  all, 
and  my  brother  and  my  two  sisters  and  I  have  been  able  to  share 
in  the  American  dream  because  of  our  educational  opportunity. 
And  I  believe  that  every  young  man  and  woman  ought  to  have  an 
educational  opportunity  with  guaranteed  student  loans,  revolving 
funds,  or  whatever  it  takes.  They  will  pay  the  debts  back  for  the 
next  wave  of  students,  the  next  generation  of  students. 

Education  opportunity  moves  beyond  that,  to  the  older  Ameri- 
cans. At  every  level  it  is  the  very  best  investment  we  can  make. 

Now,  I  am  pleased  to  welcome  our  distinguished  Secretary  of 
Education.  We  have  some  important  charts  prepared  by  staff  which 
we  will  get  to  in  the  question  and  answer  session,  but  right  now, 
Secretary  Riley,  the  floor  is  yours. 

SUMMARY  STATEMENT  OF  HON.  RICHARD  W.  RILEY 

Secretary  RiLEY.  Thank  you  very  much,  Mr.  Chairman.  I  have 
with  me  Dr.  Marshall  Smith,  the  Under  Secretary,  and  Sally 
Christensen,  the  Deputy  Assistant  Secretary  for  Budget. 

Senator  Specter.  We  welcome  both  of  them  here  to  join  you.  I 
appreciated  Ms.  Christensen's  nodding  in  the  affirmative  when  we 
talked  about  the  Specter-Harkin  amendment  and  how  it  saved  the 
day.  We  can  enter  that  affirmative  nod  as  a  part  of  the  record. 
[Laughter.] 

Secretary  Riley.  I  appreciate  her  nod  and  I  appreciate  your  ob- 
serving it. 

It  is  a  pleasure  for  me  to  appear  before  you  and  present  the 
President's  1997  budget  request  for  the  Department  of  Education. 
I  have  a  longer  statement  that  I  would  like  to  submit  for  the 
record,  and  a  shorter  statement  for  the  committee. 

RESPONSES  TO  PARENTAL  CONCERNS 

This  has  been  a  very  busy  time  for  all  of  us.  I  visited  a  great 
many  schools  in  the  last  year  and  have  had  a  lot  of  frank,  candid 
discussions  with  parents  and  educators  from  all  around  the  coun- 
try. And  I  can  tell  you,  Mr.  Chairman,  that  parents  are  extraor- 
dinarily tuned  in,  to  their  children's  education.  They've  made  the 
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connection  between  a  better  education  system  and  their  children's 
future,  and  they  have  a  balanced  view,  I  think,  about  the  need  to 
focus  on  the  basics  while,  at  the  same  time,  advancing  the  com- 
puter literacy  of  their  children. 

I  am  struck  by  the  fact  that  many  parents  want  to  make  sure 
that  there  is  indeed  a  connection  between  the  classroom  and  learn- 
ing real-life  skills.  Expectations  about  going  on  to  college  are  very 
high  and  the  concerns  about  the  college  costs  are  very  great.  Par- 
ents are  very  concerned  about  values.  They  want  their  schools  to 
be  havens  of  safety  and  order.  The  time  crunch  of  daily  life  just 
about  wears  most  of  them  out,  leaving  too  little  time  for  parenting. 

They  worry  about  their  children,  that  they  are  growing  up  with- 
out them,  in  many  cases,  and  that  outside  influences,  more  and 
more,  are  defining  the  values  and  the  outlook  of  their  children,  and 
I  think  they  have  a  right  to  be  concerned.  I  have  tried  to  be  sen- 
sitive to  these  concerns.  Some  of  the  initiatives  we've  created  stem 
directly  from  the  discussions  I  have  had  with  teachers  and  parents. 

Our  effort,  for  example,  to  respond  to  the  religious  concerns  of 
parents  resulted  in  an  initiative  that  has  culminated  in  a  very  suc- 
cessful religious  guideline  that  was  distributed  to  schools.  The  ini- 
tiative began,  really,  as  a  result  of  a  letter  I  received  in  1993,  from 
Steven  Levy,  a  teacher  from  Massachusetts. 

Other  proposals  encouraging  public  schools  to  think  about  uni- 
forms and  a  recent  release  of  our  truancy  manual  come  out  of 
shared  concern  that  I  have  with  the  Attorney  General  about  find- 
ing ways  to  keep  our  young  people  out  of  the  juvenile  justice  sys- 
tem. Our  support  for  character  education  and  good  citizenship  falls 
into  this  category,  as  well. 

We  also  seek  to  respond  to  research.  That  is  part  of  our  Depart- 
ment's mandate.  Our  summer  reading  initiative,  which  will  reach 
over  1  million  children  this  summer,  is  a  direct  outgrowth  of  De- 
partment-funded research  that  showed  the  benefit  of  parents  and 
families  reading  with  children. 

Many  of  these  initiatives  are  grounded  in  the  belief  that  you 
don't  always  have  to  write  a  rule  or  have  a  regulation  or  even  an 
appropriation  to  move  American  education  forward.  But  rather,  our 
emphasis  is  placed  on  developing  partnerships,  finding  common 
ground  and  giving  the  American  people  the  information  they  need 
to  make  good  decisions. 

RECORD  SCHOOL  ENROLLMENT 

Ultimately,  however,  much  of  what  we  do  can  only  be  accom- 
plished if  our  appropriations  respond  to  the  many  new  dynamics 
facing  American  education.  As  my  prepared  testimony  notes,  Amer- 
ican education  is  about  to  set  a  new  record.  This  coming  Septem- 
ber, we  will  have  more  young  people  in  our  public  and  private 
schools  than  in  any  time  in  our  Nation's  history — 51.7  million  stu- 
dents— and  this  surge  of  new  students  will  be  a  defining  feature  of 
American  education  for  the  next  10  years. 

When  you  make  public  policy,  it  is  very  important  to  look  at  the 
facts  and  to  reflect  about  what  is  happening.  This  enrollment  is  a 
very  important  factor.  We  know  that  many  school  districts  are  al- 
ready concerned  about  class  size.  We're  working  overtime  building 
new  schools.  We  will  be  building  over  75  classrooms  everyday,  7 
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days  a  week,  to  deal  with  this  situation  over  the  next  4  years.  I 
think  that  it  is  an  astonishing  fact,  and  exphiins  why  the  President 
recently  proposed  a  new  $5  hilhon  school  construction  initiative. 

Law  enforcement  officials  have  heen  telling  us  for  some  time  that 
they  are  deeply  concerned  ahout  juvenile  violence  and  increasing 
drug  use  among  middle  school  students,  up  now  for  some  5  years 
in  a  row.  They  are  also  concerned  about  this  rising  enrollment  fig- 
ure which  includes  a  heavy  increase  in  high  school  enrollment. 

FISCAL  YEAR  1997  FUNDING  LEVELS 

We  need  to  get  ready  for  this  tidal  wave  of  teenagers  now.  I  am 
dismayed  that  the  House  is  proposing  a  freeze  in  the  1997  budget. 
I  don't  think  that  the  House  appropriators  have  adequately  done 
their  homework  and  examined  things  like  this  increased  enroll- 
ment. The  proposed  House  budget  is  really  a  budget  that  is  going 
backward  in  terms  of  the  number  of  students.  It  is  hard  to  describe 
any  other  way  what  they  have  recommended,  given  these  new  en- 
rollment figures. 

It  is  a  budget  that  is  out  of  sync  with  the  new  facts  of  American 
education,  facts  that  I  might  add  are  very,  very  significant.  The 
House  proposal  to  essentially  freeze  title  I,  to  eliminate  Goals 
2000,  to  actually  cut  back  on  safe  and  drug-free  schools  money 
when  drug  use  is  going  up,  to  chop  away  at  bilingual  education,  to 
ignore  the  demands  to  move  forward  in  technology,  and  in  its  back- 
door effort  to  cap  direct  lending — is  short-sighted  and  unwise.  I 
have  told  that  to  the  President,  and  I  certainly  encourage  the  Sen- 
ate to  be  proeducation,  to  be  positive  and  forward-looking  in  devel- 
oping our  new  budget  mark. 

Over  the  last  2  years,  the  American  people  have  sent  a  very  loud 
and  clear  message  that  they  believe  that  education  is  a  national 
priority.  And  yet.  the  House  seems  to  want  to  cut  certain  education 
programs  to  make  them  what  appears  to  be  political  trophies  to 
eliminate.  1  think  the  American  people  deserve  better  than  this. 

The  President  is  committed  to  working  with  the  Congress  to 
fashion  a  bipartisan  budget  agreement  that  invests  in  education 
while  keeping  us  on  a  balanced  budget  track.  We  don't  want  to  re- 
peat last  year's  chaotic  and  confusing  budget  experience.  However, 
we  are  equally  determined  to  fight  for  a  real  investment  in  edu- 
cation. 

As  my  prepared  testimony  notes,  we  are  requesting  $25.6  billion 
in  discretionary  funding,  an  increase  of  $2.8  billion  over  fiscal  1996. 
1  would  point  out,  Mr.  Chairman,  that  this  is  just  a  modest  4-per- 
cent increase  over  the  fiscal  1996  budget,  really  less  than  inflation. 

DEPARTMENT  (.U^  EDUCATION  BUDGET  REQUEST 

I  am  happy  to  talk  to  the  committee  about  the  many  programs 
we  support,  including  title  1,  the  Eisenhower  Professional  Develop- 
ment Program,  sohool-to-work,  the  President's  commitment  to  char- 
ter schools.  technolog\'.  immigrant  and  bilingual  education,  special 
education.  lUEA.  vocational  education,  many  research  efforts,  and 
higher  education.  1  am  not  going  into  all  of  those,  Mr.  Chairman, 
except  to  the  extent  that  you  would  like  me  to.  1  would  be  pleased 
to  talk  about  our  proposed  increases  in  the  Pell  Grant  Program,  for 
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work-study,  and  the  very  successful  TRIO  programs.  We  also  be- 
lieve merit  should  be  rewarded,  which  is  why  we  are  proposing  a 
new  Presidential  Honors  Scholarship  Program. 

We've  also  cut  the  student  default  rate  almost  one-half,  from  22 
percent  down  to  around  12  percent,  and  nearly  doubled  collections 
to  $2  billion.  I  would  be  happy  to  discuss  these  efforts,  as  well, 
since  they  are  resulting  in  a  dramatic  savings  to  the  Federal  Gov- 
ernment. 

GOALS  2000 

However,  in  the  interest  of  time,  let  me  focus  on  just  two  pro- 
grams. Goals  2000  and  direct  lending,  and  then  respond  to  ques- 
tions. For  Goals  2000,  we  are  requesting  $491  million,  an  increase 
of  $141  million  over  1996.  And  here  I  want  to  thank  you,  Mr. 
Chairman,  for  the  good  work  in  helping  develop  clarifying  amend- 
ments to  Goals  2000. 

I  think  a  great  deal  of  misinformation  has  been  cleared  up 
through  these  amendments,  and  there  is  a  good  deal  of  interest 
now  in  Goals  2000;  45  States  are  actively  involved  in  this  voluntary 
program.  In  addition  to  that,  three  States  have  agreed  to  allow 
school  districts  to  apply  on  their  own.  So,  we've  had  over  500  indi- 
viduals attend  meetings  in  New  Hampshire,  Oklahoma,  and  Mon- 
tana. 

The  deadline  for  individual  school  districts  applying  was  yester- 
day so  we  don't  have  a  final  count.  We  anticipate  some  400  applica- 
tions from  these  three  States  on  a  school-district  by  school-district 
basis. 

DIRECT  LOANS 

In  higher  education,  our  budget  will  make  available  $41.5  billion 
in  student  aid,  a  $3.2  billion  increase  to  serve  7.3  million  students, 
nearly  300,000  more  than  in  1995.  Here,  however,  I  want  to  ex- 
press my  dismay  in  the  continuing  attempts  of  the  House  to  short- 
change our  Direct  Lending  program.  This  is  a  very  popular  pro- 
gram, a  model  of  a  program.  Congress  talks  about  wanting  certain 
characteristics  and  this  program  has  them — it  fits. 

Direct  lending  is  flexible.  Congress  talks  about  flexibility  as 
being  positive.  The  Direct  Loans  Program  is  customer-driven.  It 
has  injected  a  healthy  dose  of  competition  into  the  student  loan 
business,  another  factor  which  Congress  sees  as  positive.  As  a  re- 
sult of  direct  loans,  colleges  and  universities  now  have  a  choice  and 
students  are  really  getting  better  services  from  both  systems. 

I  can't  understand  why  we  have  to  fight  tooth  and  nail  to  keep 
direct  lending  from  getting  short-changed.  Here  we  are  preparing 
for  1997  and  already  400  new  schools  have  joined  the  program,  for 
a  total  of  1,700  institutions.  This  increase  in  participation  will  get 
us  to  40  percent  of  the  loan  volume. 

Yet,  the  House  has  seen  fit  to  propose  a  back-door  cap  on  direct 
lending  by  cutting  administrative  support  by  $71  million.  I  think 
that  is  very  bad  public  policy  and  an  example  of  what  I  call  politi- 
cal trophy  hunting.  It  does  not  have  much  merit  in  my  book,  and 
I  urge  the  Senate  to  give  us  the  tools  and  the  means  to  run  this 
program  properly. 
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PREPARED  STATEMENT 

In  conclusion,  I  want  to  stress  that  we  need  to  be  mindful  of 
budget  constraints  and  target  our  investments  wisely  and  I  want 
to  work  ,with  you  and  your  subcommittee  and  the  committee  on 
that.  But  we  should  be  very  clear,  I  think,  after  the  debate  of  the 
last  2  years,  that  the  American  people  indeed  have  made  education 
a  national  priority.  It's  important  to  them. 

I  would  now,  Mr.  Chairman,  be  happy  to  respond  to  questions, 
and  I  appreciate  very  much  your  giving  us  the  chance  to  appear  be- 
fore you. 

[The  statement  follows:] 

Prepared  Statement  of  Richard  W.  Riley 

Mr.  Chairman  and  Members  of  the  Subcommittee,  I  am  pleased  to  appear  before 
you  today  to  present  an  overview  of  the  President's  1997  budget  request  for  the  De- 
partment of  Education.  I  would  like  to  submit  my  statement  for  the  record  and 
make  a  short  summary  of  it  for  the  Subcommittee. 

Let  me  begin  by  thanking  the  Members  of  this  Subcommittee,  particularly  Chair- 
man Specter  and  Ranking  Member  Harkin,  for  working  to  protect  the  Federal  in- 
vestment in  education  in  the  1996  appropriations  bill.  While  the  final  bill  fell  short 
of  our  request  in  a  number  of  areas,  President  Clinton  and  I  were  pleased  that  the 
bill  reflected  a  bipartisan  commitment  to  do  the  right  thing  for  our  children,  and 
we  hope  that  commitment  will  continue  with  the  1997  appropriations  process. 

I  also  want  to  thank  Chairman  Specter  for  his  strong  support  of  Goals  2000,  both 
in  securing  funding  and  in  proposing  constructive  amendments  aimed  at  clarifying 
the  Goals  2000  authorizing  legislation.  It  is  unfortunate  that  misinformation  has  in 
some  cases  prevented  States,  communities,  and  schools  from  using  Goals  2000  dol- 
lars to  move  forward  on  their  own  reform  efforts.  Your  amendments  are  helping  to 
overcome  this  problem,  and  will  allow  local  schools  in  New  Hampshire,  Montana, 
and  Oklahoma  to  receive  funds  directly  to  help  improve  the  quality  of  education  for 
their  students. 

POWERFUL  DYNAMICS  AT  WORK  IN  AMERICAN  EDUCATION 

As  we  begin  this  new  budget  process  it  is  important  that  we  recognize  the  power- 
ful dynamics  that  are  defining  American  education.  Next  September  we  will  have 
more  young  people  in  our  Nation's  classrooms  than  anjdime  in  our  history — almost 
52  million.  This  surge  of  new  students — what  demographers  call  the  "baby  boom 
echo" — will  be  the  defining  feature  of  American  public  education  for  the  next  ten 
years.  Some  States  like  California,  Texas,  and  Florida  already  are  under  great  pres- 
sure to  avoid  overcrowding  in  their  classrooms. 

Five  other  dynamics  are  also  at  work:  (1)  the  need  to  improve  literacy  at  all  lev- 
els, with  a  special  emphasis  on  reading  for  children  in  their  early  years  of  schooling; 
(2)  the  attention  being  paid  to  making  sure  that  our  schools,  teachers,  and  students 
are  equipped  to  take  fiill  advantage  of  this  new  information  age;  (3)  the  concern  we 
all  share  about  drugs,  violence,  and  the  negative  consequences  of  family  break-up; 
(4)  our  national  effort  to  raise  academic  and  teaching  standards  to  prepare  our 
young  people  for  this  new  information-driven  economy;  and  (5)  the  growing  demand 
for  some  form  of  quality  postsecondary  education. 

All  of  these  dynamics  inform  the  budget  we  present  to  you  today.  The  President's 
1997  request  will  help  America  respond  to  these  challenges  by  increasing  the  Fed- 
eral investment  in  education.  This  budget  will  help  schools  and  communities  ad- 
vance their  own  efforts  to  improve  education.  And  it  will  help  to  make  sure  that 
every  deserving  student  who  wants  a  postsecondary  education  can  get  one. 

The  President's  budget  also  demonstrates  that,  by  making  hard  choices,  it  is  pos- 
sible to  protect  and  even  increase  the  Federal  investment  in  education  while  still 
balancing  the  Federal  budget.  It  is  important  to  note  that  this  request  fits  within 
the  President's  balanced  budget  plan,  which  under  both  CBO  and  0MB  scoring 
would  eliminate  the  Federal  budget  deficit  in  6  years. 

HOUSE  BILL  IS  UNACCEPTABLE 

Here  I  want  to  express  my  concern  that  even  though  the  President  has  dem- 
onstrated that  it  is  possible  to  balance  the  Federal  budget  and  expand  opportunities 
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for  a  quality  education,  the  appropriations  bill  recently  passed  by  the  House  of  Rep- 
resentatives fails  to  keep  up  with  America's  education  needs. 

I  have  described  the  House  bill  as  "a  stand-still  budget,"  but  on  second  thought 
I  think  it's  more  fairly  labeled  a  "fall-behind"  budget.  At  a  time  when  we  clearly 
need  to  be  moving  ahead  on  education  in  terms  of  raising  standards  and  improving 
performance,  and  when  booming  enrollments  are  creating  new  challenges  to  State 
and  local  governments,  it  is  simply  not  enough  for  the  Federal  government  to  just 
provide  the  same  amount  as  last  year. 

Take  Title  I,  for  example;  the  House  would  provide  Title  I  funding  at  about  the 
1996  level,  providing  less  real  dollars  for  services  to  children.  The  House  bill  would 
serve  about  161,000  fewer  Title  I  children  than  in  1996,  and  about  413,000  fewer 
than  the  President's  request. 

There  are  several  areas  where  the  House  proposal  is  much  worse  than  this.  Goals 
2000 — which  is  currently  helping  12,000  schools  raise  academic  standards  and 
achievement — is  simply  eliminated.  Eisenhower  Professional  Development  State 
grants — which  this  year  are  helping  to  upgrade  the  skills  of  over  300,000  teachers — 
are  also  zeroed  out.  And  despite  near-universal  agreement  on  the  importance  of 
technological  literacy  in  preparing  our  children  for  the  challenges  of  the  21st  cen- 
tury, the  House  bill  provides  no  funding  for  the  President's  Technology  Literacy 
Fund. 

The  House  also  takes  aim  once  again  at  the  Direct  Loan  program,  proposing  a 
cut  in  administrative  funds  that  would  effectively  cap  new  Direct  Loan  volume,  un- 
dermine the  Department's  very  successful  efforts  to  prevent  and  collect  defaulted 
loans,  and  threaten  the  overall  integrity  of  the  student  aid  programs. 

The  House  approach  is  clearly  unacceptable.  I  believe  that  if  House  and  Senate 
appropriators  look  at  the  President's  plan  and  their  own  proposals  over  the  past  two 
years,  they  will  find  more  than  enough  savings  to  stay  on  the  path  toward  a  bal- 
anced budget  without  gutting  the  investments  needed  to  prepare  the  Nation  for  the 
challenges  of  the  21st  century. 

THE  PRESIDENT'S  REQUEST  FOR  EDUCATION 

To  help  fund  our  share  of  those  investments  in  fiscal  year  1997,  we  are  requesting 
$25.6  billion  for  Department  of  Education  discretionary  programs,  an  increase  of 
$2.8  billion  or  12.2  percent  over  1996.  Mandatory  spending  under  the  President's 
budget  would  decline  by  29  percent,  from  $6.6  billion  in  1996  to  $4.6  billion  in  1997, 
due  to  lower  interest  rates  that  are  expected  to  reduce  costs  in  the  student  loan  pro- 
grams. Total  Department  spending  would  rise  to  $30.2  billion,  an  increase  of  $846 
million  or  2.9  percent. 

Despite  these  overall  increases,  I  want  to  emphasize  that,  just  as  in  previous 
years,  this  budget  required  difficult  choices  among  our  discretionary  programs.  You 
may  recall  that  last  year  President  Clinton  proposed  to  eliminate  or  consolidate  al- 
most 70  programs,  or  about  30  percent  of  the  programs  then  administered  by  the 
Department  of  Education.  Over  the  past  three  years  we  have  consistently  rec- 
ommended the  elimination  of  unnecessary  or  lower-priority  programs,  and  working 
together  with  Congress  we  have  succeeded  in  eliminating  64  programs  totaling 
about  $625  million. 

This  year  we  are  proposing  reductions  of  about  $600  million  by  eliminating  16  ad- 
ditional programs  and  decreasing  funding  for  other  programs.  These  proposed  sav- 
ings, combined  with  our  overall  requested  increase  of  $2.8  billion,  will  allow  us  to 
direct  more  than  $3.4  billion  in  additional  funding  to  those  priorities  with  the  great- 
est impact  on  teaching  and  learning  in  the  classroom. 

MAINTAINING  THE  MOMENTUM  FOR  REFORM 

The  education  reform  initiatives  proposed  by  President  Clinton  and  passed  two 
years  ago  with  strong  bipartisan  support  in  Congress  have  encouraged  schools 
throughout  America  to  begin  raising  their  standards  of  learning  and  improving  their 
quaUty  of  education.  Our  budget  would  help  to  continue  and  expand  these  efforts. 

For  Goals  2000,  we  are  requesting  $491  million,  an  increase  of  $141  million  over 
1996,  to  help  some  12,000  schools  get  the  resources  they  need  to  raise  academic 
standards  and  implement  their  ovra  reforms,  and  to  support  parental  assistance  cen- 
ters in  42  States.  In  addition  to  higher  standards,  our  Nation's  high  schools  need 
to  be  redesigned  for  success  and  the  demands  of  our  growing  economy.  Therefore, 
our  budget  provides  $200  million,  an  increase  of  $20  million  or  11  percent  from  the 
1996  level,  to  expand  School-to- Work  Opportunities  for  all  students.  Combined  with 
an  identical  amount  in  the  Department  of  Labor  budget,  this  level  would  help  near- 
ly all  States  implement  their  School-to-Work  systems. 
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The  President  also  is  requesting  $250  million  for  a  new  Technology  Literacy  Chal- 
lenge Fund,  which  would  provide  Federal  funds  to  stimulate  State,  local,  and  pri- 
vate sector  investment  in  educational  technology.  This  1997  request  is  the  first  in- 
stallment of  a  5-year,  $2  billion  investment  aimed  at  creating  classrooms  for  the 
21st  century,  with  technology  fully  integrated  into  the  curriculum  and  how  students 
learn  so  that  they  leave  school  with  the  technological,  communications,  math, 
science,  reasoning,  and  problem-solving  skills  they  will  need  for  success  in  the  Infor- 
mation Age. 

We  have  4  goals  that  the  Challenge  Fund  will  help  achieve:  all  teachers  will  have 
the  training  they  need  to  help  students  learn  using  computers  and  the  information 
superhighway;  modem,  multi-media  computers  will  be  available  in  every  classroom; 
every  classroom  will  be  connected  to  the  information  superhighway;  and  educational 
software  and  on-line  resources  will  be  integrated  into  every  school's  curriculum. 

Our  budget  will  help  parents  and  teachers  start  up  public  charter  schools  by  pro- 
viding $40  million,  or  more  than  twice  the  1996  level,  to  support  about  700  Charter 
Schools.  This  investment  reflects  President  Clinton's  strong  support  for  public  school 
choice.  Today  the  greatest  obstacle  to  charter  schools  is  the  lack  of  start-up  funds. 
This  request  would  help  overcome  that  obstacle. 

All  of  our  reform  initiatives  rely  on  relatively  modest  Federal  investments  to  mo- 
bilize State,  local,  and  private  resources  in  support  of  comprehensive  plans  to  im- 
prove our  schools.  But  when  growing  enrollments  confront  already-strapped  State 
and  local  education  budgets,  reform  too  often  becomes  a  luxury  that  schools  cannot 
afford.  For  this  reason,  our  1997  budget  increases  State  grant  funding  in  key  areas 
of  Federal  education  support. 

Title  I  Grants  to  Local  Education  Agencies  is  the  largest  source  of  Federal  funding 
to  help  disadvantaged  students  learn  to  read  and  do  math.  We  are  requesting  $7.2 
billion  for  Title  I,  an  increase  of  $435  million  or  6.5  percent  over  1996,  to  help  a 
total  of  7  million  disadvantaged  students  achieve  to  the  same  challenging  academic 
standards  as  all  students. 

We  also  need  to  make  sure  that  students  learn  to  resolve  conflicts  without  vio- 
lence, so  that  our  children  and  their  teachers  feel  safe  in  our  schools.  Safe  and  dis- 
ciplined classrooms  are  an  absolute  prerequisite  for  teaching  and  learning.  The 
President's  budget  includes  $540  miUion  for  Safe  and  Drug- Free  Schools  and  Com- 
munities, an  increase  of  $74  million  or  16  percent  over  1996.  These  funds  are  essen- 
tial to  helping  end  violence  and  eliminate  drugs  in  over  14,000  school  districts  serv- 
ing 40  million  students. 

I  urge  the  members  of  this  Subcommittee  to  keep  in  mind  the  sad  fact  that  even 
though  overall  drug  use  in  America  has  fallen  dramatically  in  recent  years,  drug 
use  among  our  young  people  has  gone  up.  In  a  similar  fashion,  the  crime  rate  is 
down  but  violence  among  people  under  age  18  has  gone  up.  This  is  not  a  coinci- 
dence: President  Clinton  has  observed  that  "illegal  drugs  go  hand  in  hand  with  vio- 
lence," fostering  fear  and  undermining  the  quality  of  education  in  our  public  schools. 
And  while  the  hard  work  of  ridding  our  schools  of  violence  and  drugs  must  be  done 
by  parents,  teachers,  community  leaders,  and  perhaps  most  of  all  by  students  them- 
selves, we  can  help  make  sure  that  every  school  has  the  resources  needed  to  be  safe 
and  drug  free. 

And  if  we  are  really  serious  about  helping  students  learn  to  challenging  academic 
standards,  we  have  to  make  sure  educators  have  the  training  they  need  to  teach 
to  these  high  standards.  Our  budget  provides  $610  million  for  Eisenhower  Profes- 
sional Development  State  Grants.  This  request  is  $335  million  more  than  in  1996, 
and  would  provide  intensive  training  opportunities  in  core  academic  subjects  to 
750,000  teachers. 

The  $3.3  billion  requested  for  Special  Education  State  Grants,  an  increase  of  $299 
million  or  10  percent,  will  help  maintain  the  Federal  share  of  the  costs  of  educating 
nearly  6  million  children  with  disabilities.  This  request  also  supports  our  proposal 
to  reauthorize  the  Individuals  with  Disabilities  Education  Act,  which  includes 
changes  designed  to  improve  educational  results  for  these  children. 

The  President's  budget  for  education  makes  other  critical  investments,  including 
$1.1  billion  for  a  reauthorized  Vocational  Education  State  Grant  program  that 
would  maintain  strong  support  for  career  and  occupational  training  in  our  schools, 
$290  million  for  Adult  Education  State  Grants  to  help  improve  literacy  for  adult 
Americans,  and  $108  million  for  Research  aimed  at  building  and  sharing  knowledge 
about  what  works  in  education. 

Our  request  provides  $617  million  for  Impact  Aid,  with  funds  targeted  to  districts 
enrolling  children  living  on  Indian  lands  and  children  of  members  of  the  uniformed 
services  who  live  on  Federal  property.  This  proposal  is  aimed  at  reimbursing  school 
districts  in  which  educational  services  for  these  students  represent  a  significant  and 
uncompensated  burden. 
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The  President  also  recognizes  the  extra  burdens  faced  by  school  districts  enrolling 
large  numbers  of  recently  arrived  immigrants  and  other  students  who  do  not  speak 
English  well.  Our  request  would  double  the  funding  for  Immigrant  Education,  from 
$50  million  to  $100  million,  to  help  States  meet  the  educational  needs  of  growing 
numbers  of  immigrant  children.  Our  budget  also  includes  $157  million  for  Bilingual 
Education  to  help  limited  English  proficient  children  learn  English. 

KEEPING  THE  DOORS  TO  COLLEGE  OPEN  WIDE 

In  my  State  of  American  Education  Address  earlier  this  year,  I  told  high  school 
students  that  if  they  did  their  share  and  worked  hard  in  high  school,  we'll  do  ours 
and  make  sure  they  have  the  combination  of  grants,  loans,  and  work-study  opportu- 
nities they  need  to  go  to  college.  This  budget  will  help  us  keep  that  promise. 

Our  1997  student  aid  budget  will  make  available  $41.5  billion,  up  $3.2  billion,  to 
serve  7.3  million  students— or  262,000  more  than  in  1996. 

President  Clinton  is  proposing  to  strengthen  the  lifeline  to  college  for  working  and 
poor  students  by  increasing  the  Pell  Grant  maximum  award  to  $2,700  in  1997.  This 
is  $230  or  over  9  percent  higher  than  the  1996  maximum  grant  of  $2,470.  Overall, 
the  President's  request  will  support  Pell  Grants  to  almost  3.8  million  students,  or 
122,000  more  than  in  1996. 

Our  1997  request  also  makes  good  on  the  President's  commitment  lo  help  many 
more  young  people  work  their  way  through  college.  In  his  State  of  the  Union  ad- 
dress, President  Clinton  called  for  an  expansion  of  the  Work-Study  program  to  serve 
1  million  students  by  the  year  2000.  As  the  first  step  toward  this  goal,  the  budget 
includes  $679  million,  a  10  percent  increase  that  would  provide  Work-Study  oppor- 
tunities to  an  additional  72,000  postsecondary  students. 

The  budget  provides  $130  million  for  Presidential  Honors  Scholarships,  a  new  ini- 
tiative that  would  reward  academic  achievement  by  giving  a  one-year,  $1,000  schol- 
arship to  every  high  school  student  who  graduates  in  the  top  five  percent  of  his  or 
her  class. 

Our  request  of  $500  million  for  the  TRIO  programs,  an  increase  of  $37  million 
or  8  percent  over  1996,  complements  our  efforts  to  reward  merit.  This  increase 
would  expand  early  intervention,  outreach,  and  in-coUege  support  services  for  nearly 
700,000  disadvantaged  students  to  encourage  and  help  them  to  enter  and  complete 
postsecondary  education. 

We  also  are  proposing  to  continue  the  successful  implementation  of  the  Direct 
Loan  program  by  requesting  $491  million  for  Federal  administration  under  Section 
458  of  the  Higher  Education  Act,  an  increase  of  $55  million  over  the  1996  level  of 
$436  million.  As  I  mentioned  earlier,  the  House  is  proposing  to  cut  Section  458 
funding  to  $420  million. 

The  combination  of  greatly  simplified  loan  processing  and  greater  repayment  flexi- 
bility has  made  Direct  Lending  enormously  popular  with  students  and  schools  alike. 
I  think  it  is  fair  to  say  that  this  is  one  Federal  program  that  has  delivered  what 
it  promised,  and  we  are  committed  to  its  continued  success. 

Already,  400  new  schools  have  joined  the  Direct  Loan  program  for  a  total  of  1,700 
institutions,  and  we  expect  more  schools  to  sign  up  after  November.  This  increased 
participation  will  raise  Direct  Loan  volume  by  a  minimum  of  25  percent — from  the 
current  32  percent  to  at  least  40  percent  and  as  much  as  50  percent  of  overall  loan 
volume.  Even  more  important,  the  number  of  loans  in  repa5Tnent  will  increase  by 
175  percent,  from  roughly  600,000  at  the  end  of  1996  to  1.6  million  in  1997. 

There  is  no  way  to  reconcile  these  growing  responsibilities  with  the  reduced  ad- 
ministrative funding  proposed  by  the  House.  The  program  is  serving  students, 
schools,  and  taxpayers  well,  and  we  believe  students  and  schools  should  be  able  to 
choose  freely  between  Direct  Lending  and  the  more  heavily  subsidized  Federal  Fam- 
ily Education  Loan  program.  The  House  proposal  would  prevent  this  competition  by 
effectively  capping  participation  in  Direct  Lending.  As  you  know,  the  Administration 
has  long  opposed  any  cap  on  Direct  Loans,  and  we  will  continue  to  do  so. 

In  addition  to  these  budget  proposals.  President  Clinton  recently  announced  a 
bold  new  initiative  that  would  provide  a  $1,500  tax  credit  aimed  at  promoting  uni- 
versal access  to  two  years  of  postsecondary  education.  This  new  program,  called 
Hope  Scholarships,  would  make  the  tax  credit  available  to  all  students  for  the  first 
year  of  postsecondary  study,  but  students  would  have  to  maintain  a  B  average  to 
receive  the  credit  for  the  second  year. 

Hope  Scholarships  would  complement  our  renewed  proposal  for  a  Tuition  Tax  De- 
duction that  would  permit  families  to  deduct  from  their  taxable  income  up  to  $5,000 
in  postsecondary  education  expenses  each  year.  The  maximum  deduction  would 
grow  to  $10,000  by  1999. 
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All  of  these  proposals  will  help  ensure  that  college  remains  affordable  for  Amer- 
ican families  and  their  children. 

IMPROVING  DEPARTMENT  MANAGEMENT 

The  1997  budget  request  also  supports  the  continuation  of  our  efforts  to  transform 
the  Department  of  Education  into  a  high-performance,  customer-focused  organiza- 
tion. Over  the  past  three  years,  these  efforts  have  led  to  better  service  to  our  cus- 
tomers, reduced  bureaucracy  and  red  tape,  increased  flexibility  in  the  administra- 
tion of  our  programs,  and  internal  changes  that  help  the  Department  work  better 
and  save  taxpayer  dollars. 

One  measure  of  our  success  has  been  the  dramatic  decline  in  the  costs  of  student 
loan  defaults.  By  bringing  the  student  loan  default  rate  down  from  22  percent  to 
12  percent  and  by  nearly  doubling  collections  to  roughly  $2  billion,  net  default  costs 
dropped  from  $1.7  billion  in  1992  to  $0.5  billion  in  1995.  This  progress  reflects  our 
strong  emphasis  on  accountability  in  managing  Department  programs.  I  was  espe- 
cially pleased  to  read,  in  a  recent  New  York  Times  article  on  the  rising  risks  of  Fed- 
eral loan  programs,  the  comment  of  Comptroller  General  Charles  Bowsher  that  "one 
bright  spot  is  the  improved  oversight  of  student  loans  by  the  Education  Depart- 
ment." 

To  continue  making  the  changes  needed  to  produce  results  like  these,  we  are  ask- 
ing for  $505.7  million  in  total  discretionary  budget  authority  for  Federal  administra- 
tion in  1997.  This  request  would  restore  funding  for  salaries  and  expenses  to  ap- 
proximately the  1995  level,  and  represents  just  2  percent  of  the  total  discretionary 
budget  for  the  Department. 

These  funds  would  be  used  to  improve  management  of  the  student  financial  aid 
programs,  provide  more  effective  and  helpful  program  monitoring  and  technical  as- 
sistance to  grantees,  enhance  information  technology  used  to  improve  customer 
service,  upgrade  accounting  and  financial  management  systems,  maintain  support 
for  staff  training,  and  complete  the  renovation  of  the  Department's  government- 
owned  headquarters  building. 

The  total  request  for  Federal  administration,  including  discretionary  and  manda- 
tory funds,  would  support  4,613  full-time-equivalent  (FTE)  employees  in  1997,  com- 
pared to  4,750  FTE  in  1996  and  5,131  FTE  in  1995.  This  reduction  has  been 
achieved  by  attrition  and  by  retirements  resulting  from  the  "buyout"  program, 
which  will  generate  estimated  savings  in  1997  of  over  $3  million.  We  are  coping 
with  these  staff  losses  through  the  use  of  improved  technology,  the  reallocation  of 
staff  to  high-priority  areas,  and  staff  training.  The  Department  is  ahead  of  schedule 
in  reaching  the  President's  goal  of  reducing  its  staff  by  12  percent  by  the  year  2000. 

I  would  like  to  say  a  word  about  House  action  on  administrative  funds  for  the 
Department.  The  total  reduction  the  House  made  in  Program  Administration  is  $29 
million  or  9  percent  below  1996,  and  $58  million  or  16  percent  below  the  President's 
request.  This  cut  is  in  addition  to  the  severe  reduction  in  funding  for  student  loan 
administration  that  I  mentioned  earlier.  Because  we  had  already  planned  to  reduce 
employment  by  137  FTE,  or  3  percent,  it  will  be  impossible  to  absorb  the  House  re- 
ductions without  RIFs,  furloughs,  or  cuts  in  contracts  for  processing  student  aid  ap- 
plications. 

For  example,  the  House  cuts,  coming  on  top  of  the  8  percent  reduction  in  1996, 
could  cause  furloughs  in  Program  Administration  of  20  work  days — the  equivalent 
of  a  full  month — for  2,700  employees.  After  our  shutdown  experience  this  past  win- 
ter, we  learned  firsthand  that  furloughs  of  this  magnitude  can  adversely  affect  7 
million  college  students,  1.2  million  disabled  adults,  thousands  of  teachers  and  other 
State  and  local  employees,  and  the  effectiveness  of  many  programs  carried  out  by 
our  Nation's  schools.  The  fimds  you  appropriate  for  education  programs  simply  can- 
not get  to  schools  and  students  without  Department  employees. 

CONCLUSION 

The  American  people  are  depending  on  education  as  never  before  to  help  them 
and  their  children  meet  the  difficult  challenges  of  the  global  economy.  They  want 
to  raise  academic  standards  and  lift  student  achievement,  and  they  believe  the  De- 
partment of  Education  plays  an  important  role  in  this  effort.  They  also  want  to 
make  sure  that  we  are  careful  about  how  we  spend  their  tax  dollars. 

This  budget  responds  to  both  of  these  demands  by  investing  responsibly  in  quality 
education  for  all  Americans.  It  helps  keep  us  on  the  path  to  a  balanced  budget, 
while  at  the  same  time  keeping  education  on  the  right  course  for  our  students,  our 
families,  and  our  countiy. 

I  will  be  happy  to  answer  any  questions  you  may  have. 
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BUDGET  PROJECTIONS 

Senator  Specter.  Thank  you  very  much,  Mr.  Secretary. 

I  begin  with  the  projection  on  nondiscretionary  spending,  and  if 
we  might  have  that  chart  brought  front  and  center.  Bring  both  of 
the  charts  up.  We  will  insert  them  into  the  record. 

[The  information  follows:] 


PROPOSED  SPENDING  GOVERNMENTWIDE  GOES  DOWN— NONDEFENSE  DISCRETIONARY 
OUTLAYS 

Fiscal  year                                                  Congress 

President 

1996                                                                       271 

271 
282 
284 
278 
274 
259 
252 

1997                           271 

1998                                                                264 

1999                          260 

2000                                                               256 

2001                       250 

2002                                                           249 

Note:  Discretionary  levels  for  the  President  are  the  levels  proposed  by  the  President  in  his  fiscal  year  1997 
budget  as  re-estimated  by  the  Congressional  Budget  Office: 

Proposed  Spending  For  Education  Department  Goes  Up— Discretionary  Outlays 

[In  billions  of  dollars] 

"'"lUr"                                           «23.6 

1997                                                      

24.3 

1998                                                          

25.9 

1999                                                               

26.3 

2000                          

27.0 

2001                          

27.8 

2002                                     

28.5 
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SPENDING — DISCRETIONARY  AND  NONDISCRETIONARY 

Senator  Specter.  The  projections  on  nondiscretionary  spending 
show  increases  through  the  present  time,  Mr.  Secretary,  and  this 
is  what  so  much  of  the  budget  battle  has  been  about  between  the 
Congress  and  the  White  House,  and  the  discretionary  spending 
continues  to  move  up  beyond  1996-98,  and  then  has  a  sharp  de- 
cHne. 

Taking  a  look  at  the  proposed  spending  for  the  Department  of 
Education,  there  is  a  consistent  increase,  and  this  is  a  subject 
which  we  have  raised  in  some  detail  with  the  other  Secretaries, 
Secretary  Shalala  of  Health  and  Human  Services,  and  the  Depart- 
ment of  Labor  Secretary,  Robert  Reich.  And  a  question  is:  How  can 
we  maintain  increases  in  Departments  like  Education  and  have  a 
very  dramatic  decrease  in  the  overall  spending  for  nondefense 
discretionaries,  generally. 

Does  it  really  add  up?  Are  we  really  going  to  be  able  to  have  that 
kind  of  a  decrease  to  meet  what  President  Clinton  projects  on  a 
balanced  budget  by  the  year  2002  and  maintain  the  kind  of  in- 
creases in  discretionary  spending  that  your  Department  projects? 

Secretary  RiLEY.  Mr.  Chairman,  both  of  those  factors  are  very 
important  for  us  all  to  watch — to  make  sure  that  we  know  exactly 
where  we  are  going  to  meet  the  goal  of  a  balanced  budget.  The 
President  is  absolutely  committed  to  a  balanced  budget  and,  of 
course,  all  of  us  working  together  have  now  cut  the  deficit  in  half. 
I  do  think  it  is  very  much  possible  for  us  to  reach  a  balanced  budg- 
et by  the  year  2002. 

Senator  Specter.  The  question.  Secretary  Riley,  comes  up  as  to 
what  is  going  to  be  cut.  We  have  never  really  had  an  answer  to 
that. 

Secretary  RiLEY.  Well,  the  President  has  clearly  said  that  he  is 
absolutely  committed  to  a  balanced  budget  and  he  is  also  commit- 
ted to  prioritizing  certain  things,  and  education  is  one  of  them. 

I  think  those  two  charts  clearly  show  both  things.  Obviously, 
something  is  going  to  have  to  be  cut  but  our  projections  are  for  a 
kind  of  an  inflationary  increase  in  education,  which  really  just 
keeps  education  funding  level,  and  with  the  projected  enrollment 
increases,  it  is  a  slippage. 

So,  while  I  cannot  speak  for  the  other  agencies  and  0MB — I 
know  that  the  President  is  going  to  make  sure  that  adjustments 
are  made  from  year  to  year  to  meet  the  goal  of  a  balanced  budget. 
He  is  also  committed  to  keeping  education  a  priority  which  is  why 
education  funding  will  be  increased  at  about  the  rate  of  inflation 
according  to  projection. 

Senator  Specter.  Well,  what  this  subcommittee  would  like  to 
know  is  where  those  cuts  are  going  to  come.  We  work  together  with 
the  full  committee  and  our  allocations  are  very  limited  and  the  al- 
locations which  we  have  received  will  not  enable  us  to  have  the 
kind  of  an  increase  which  you  project,  which  I  would  like  to  see. 

But  in  order  for  me  to  go  to  the  appropriations  table  and  make 
the  case  for  education,  I  have  to  be  in  position  to  specify  where  the 
cuts  are  going  to  come  for  the  year  2000.  The  hipbone  is  connected 
to  the  anklebone,  and  it  goes  all  through  the  process,  up  and  down, 
and  I  would  like  to  maintain  the  heavy  advocacy  for  education.  But 
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for  me  to  do  that,  I  have  to  know  where  the  cuts  are  going  to  come, 
so  I  would  appreciate  it  if  you  would  give  me  some  ammunition  to 
work  on. 

Secretary  RiLEY.  Well,  Senator,  it  is  hard  for  me  to  deal  outside 
my  Department,  as  you  know. 

Senator  Specter.  But  I  have  to  deal  outside  your  Department, 
Mr.  Secretary,  if  I  am  going  to  get  you  those  increases. 

PROGRAM  ELIMINATIONS  AND  SAVINGS 

Secretary  Riley.  I  understand  that  fully.  You  have  worked  with 
us  in  cutting  some  64  programs  just  since  we  have  been  here,  for 
the  last  couple  of  years.  We've  got  16  more  programs  that  would 
be  cut  in  the  1997  budget  that  the  President  has  sent  to  you.  That 
totals  80  programs  if  we  are  successful  in  cutting  those  16  pro- 
grams this  year.  The  elimination  of  all  of  these  programs  results 
in  a  saving  of  over  $1  billion  a  year. 

We  are  working  very  hard  to  try  to  be  very  conservative  about 
that  and  I  realize  the  tight  constraints  on  the  money.  So,  we  really 
have  been  forthright  in  recommending  the  kind  of  cuts  that  are 
necessary  to  reach  those  figures. 

Senator  Specter.  Mr.  Secretary,  that  is  really  not  an  adequate 
answer  because,  although  there  have  been  some  program  cuts,  a 
much  lesser  number  than  Congress  and  the  House  has  wanted  to 
cut,  the  overall  cost  of  the  Department  of  Education  goes  up,  and 
I  think  that  is,  doubtless,  justified. 

BALANCING  THE  BUDGET 

But  in  order  to  get  the  glide  path  on  the  balanced  budget,  we 
have  to  know  where  else  the  cuts  are  going  to  come  from.  It  is  not 
sufficient  to  say  that  there  are  cuts  of  $1  billion  from  certain  pro- 
gram reductions  when  the  net  figure  that  comes  out  for  the  Depart- 
ment comes  out  $2  or  $3  billion  higher.  That  thumbs  up  was  a 
thumbs  up  for  an  increase  in  budget. 

Secretary  RiLEY.  The  thumbs  up  was  agreeing  with  you  that  edu- 
cation funding  does  go  up.  The  only  thing  I  could  say.  Senator,  is 
that  we  in  our  Department  are  trying  to  cut  programs  and  stream- 
line operations.  We  appreciate  the  fact  that  if  we  all  work  together 
we  will  reach  the  proper  glide  path  to  have  the  budget  balanced  by 
the  year  2002.  There  will  be  certain  caps  that  will  be  met  every 
year,  and  we  will  have  to  revisit  our  proposals  according  to  the 
President's  projections  to  reach  a  balanced  budget. 

I  wish  I  could  speak  to  other  Departments  and  how  we  would  go 
about  doing  that  from  an  overall  basis,  but  I  think  that  is  about 
as  far  as  I  can  go.  The  President  is  absolutely  committed  to  a  bal- 
anced budget  and  when  caps  are  set,  he  will  meet  those  caps. 

Senator  Specter.  Well,  Mr.  Secretary,  I  ask  you  to  go  back  to  the 
executive  branch,  to  the  Office  of  Management  and  Budget  or  to 
the  President,  and  say  that  Arlen  Specter  and  this  committee  want 
to  fight  for  you  but  we  have  got  to  have  an  answer  to  where  the 
cuts  are  going  to  come  from,  because  at  the  appropriations  table 
where  we  deal  with  the  entire  Federal  budget,  we  have  to  have 
that  kind  of  an  answer.  I  would  like  you  to  try  to  get  that  informa- 
tion for  me. 
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Secretary  Riley.  All  right,  sir. 

[Clerk's  note. — The  information  referred  to  is  contained  in  sub- 
committee files.  1 

NEED  FOR  A  DEPARTMENT  OF  EDUCATION 

Senator  Specter.  Mr.  Secretary,  there  have  been  many  questions 
raised  about  whether  there  ought  to  be  a  Department  of  Education. 
Those  questions  continue  and  we  are  having  the  second  panel, 
which  will  take  a  look  at  that  issue.  Preparatory  to  this  hearing 
today  I  wrote  you  a  letter  dated  March  25.  It  was  not  such  an  ex- 
tensive letter.  It  called  for  an  extensive  reply,  which  you  have  pro- 
vided, with  a  short  cover  letter  dated  May  6,  and  then  a  very  ex- 
tensive response  covering  nine  single-spaced  pages. 

My  letter  and  your  reply,  together  with  the  responses  to  the  spe- 
cific questions,  will  be  made  a  part  of  the  record. 

[The  information  follows:] 

Letter  From  Senator  Arlen  Specter 

U.S.  Senate, 
Committee  on  Appropriations, 
Washington,  DC,  March  25,  1996. 
Hon.  Richard  Riley, 
Secretary,  U.S.  Department  of  Education, 
Washington,  DC. 

Dear  Secretary  Riley:  In  advance  of  your  April  30,  1996,  appearance  before  the 
Subcommittee  on  Labor,  Health  and  Human  Services  and  Education,  I  am  sending 
you  questions,  which  I  have  received  from  a  constituent,  regarding  efficiencies  which 
could  possibly  be  obtained  within  the  Department  of  Education. 

In  light  of  the  increase  just  provided  in  the  Omnibus  Appropriations  Bill  and  the 
many  criticisms  waged  against  the  Department  of  Education  questioning  the  neces- 
sity of  many  of  the  programs  administered  by  the  Department,  I  would  appreciate 
your  response  to  these  questions  prior  to  your  appearance  before  the  Subcommittee, 
so  that  we  may  have  the  opportunity  to  further  discuss  your  answers  during  that 
hearing.  The  questions  are  as  follows: 

(1)  How  often  are  Department  of  Education  programs  audited  and/or  monitored? 
(2)  How  much  of  your  Agency's  budget  actually  goes  into  the  classroom?  (3)  What 
criteria  does  the  Department  use  to  determine  if  a  program  is  necessary  and  if  the 
Federal  Government  should  be  operating  the  program?  (4)  How  much  of  a  program's 
budget  is  spent  on  administrative  costs  at  the  Federal,  State,  and  local  levels?  (5) 
Using  Chapter  1  as  an  example,  are  the  services  to  children  being  provided  in  the 
most  efficient  manner  possible?  (6)  What  evaluations  are  in  place  to  ensure  that 
these  funds  are  spent  in  the  most  prudent  manner  possible  and  at  the  least  expense 
to  the  taxpayer?  (7)  How  often  are  evaluations  conducted  and  if  an  evaluation  shows 
that  a  program  is  not  working,  what  action  is  taken  by  the  Department?  How  long 
does  it  take  for  the  Department  to  take  corrective  action? 

I  look  forward  to  discussing  these  and  other  issues  during  your  appearance  before 
the  Subcommittee. 
My  best. 

Sincerely, 

Arlen  Specter, 
Chairman,  Subcommittee  on  Labor, 
Health  andHuman  Services,  and  Education. 
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Letter  From  Hon.  Richard  Riley 

U.S.  Department  of  Education, 

Office  of  the  Secretary, 
Washington,  DC,  May  6,  1996. 
Hon.  Arlen  Specter, 

Chairman,  Appropriations  Subcommittee  on  Labor,  Health  and  Human  Services, 
and  Education,  U.S.  Senate,  Washington,  DC. 

Dear  Chairman  Specter:  Thank  you  for  your  March  25  letter  detailing  some  of 
the  questions  that  you  hope  to  address  during  the  upcoming  hearing  on  the  Presi- 
dent's 1997  budget  for  the  Department  of  Education.  I  appreciate  the  opportunity 
to  give  advance  consideration  to  issues  important  to  you  and  the  Subcommittee. 

In  many  ways,  the  questions  included  in  your  letter  raise  exactly  the  same  issues 
that  we  examine  in  great  detail  each  year  as  we  struggle  with  the  difficult  decisions 
involved  in  developing  the  Department's  annual  budget  request.  This  is  reflected  in 
our  answers  to  those  questions,  which  I  believe  demonstrate  that  the  Department 
does  a  great  deal — and  is  doing  more  all  the  time — to  ensure  that  the  Federal  in- 
vestment in  education  is  spent  as  efficiently  and  effectively  as  possible. 

As  you  read  through  our  responses,  however,  I  urge  you  to  keep  two  additional 
points  in  mind.  First,  the  Department's  programs  vary  considerably  in  terms  of  size, 
purpose,  statutory  requirements,  and  method  of  administration.  Our  approach  to 
monitoring  and  improving  these  programs  varies  accordingly.  In  addition,  we  are  al- 
ways mindful  of  the  tension  between  the  need  for  effective  accountability  in  Federal 
education  programs  and  the  desire  to  provide  the  flexibility  that  recipients  need  to 
achieve  the  intended  results.  As  a  result,  we  have  been  careful  to  avoid  imposing 
excessive  paperwork  burdens  on  States  and  local  school  districts  and  to  limit  Fed- 
eral intrusion  in  local  program  operations. 

Second,  President  Clinton  has  emphasized  the  importance  of  focusing  on  program 
performance  since  the  first  days  of  his  Administration  and  we  continue  to  work  to 
improve  our  ability  to  measure  program  performance.  At  the  same  time,  there  is 
more  to  do,  and  we  are  striving  for  better  performance  measurement.  This  effort  is 
an  important  long-term  project. 

Due  to  the  complexity  of  your  questions  and  the  consequent  length  of  our  an- 
swers, I  have  enclosed  our  responses  as  a  separate  attachment  to  this  letter. 

I  hope  you  find  this  information  helpful,  and  I  look  forward  to  discussing  these 
and  other  issues  with  you  at  the  upcoming  hearing. 
Yours  sincerely, 

Richard  W.  Riley, 
Secretary  of  Education. 

Enclosure. 


Responses  to  Questions  Submitted  by  Senator  Arlen  Specter 

Question  1.  How  often  are  Department  of  Education  programs  audited  and/or 
monitored? 

Answer.  Financial  audits  of  Department  programs  are  generally  conducted  on  an 
annual  basis,  in  accordance  with  statutory  requirements  and  administrative  policies. 
For  example,  most  State  and  local  educational  agencies  are  covered  by  the  Single 
Audit  Act  of  1984,  which  requires  governmental  entities  receiving  more  than 
$25,000  in  Federal  funds  to  have  their  Federal  programs  audited  annually.  These 
audits  are  carried  out  by  independent,  non-Federal  auditors.  Audit  frequency  also 
may  depend  on  such  factors  as  the  size  of  the  grant  and  the  recipient's  history  of 
successful  grant  administration.  For  example,  a  program  office  may  request  an  audit 
whenever  it  has  reason  to  suspect  any  problems. 

Postsecondary  institutions  are  required  by  the  Higher  Education  Act  (HE A)  to 
submit  annual  financial  and  compliance  audits  to  the  Department.  Compliance  au- 
dits certify  that  institutions  are  administering  student  aid  programs  in  accordance 
with  statutory  and  regulatory  requirements.  The  HEA  also  requires  the  Department 
to  recertify  institutions  for  participation  in  the  student  aid  programs  every  four 
years.  Finally,  the  Department  conducts  program  reviews,  including  site  visits,  of 
postsecondary  institutions  identified  through  such  risk  factors  as  default  rates  and 
high  aid  volume. 

Program  monitoring  also  varies  according  to  the  type  and  size  of  award.  The  De- 
partment's Office  of  Elementary  and  Secondary  Education,  for  example,  has  histori- 
cally monitored  the  ten  States  with  the  largest  Title  I  program  allocations  once  a 
year,  while  monitoring  Title  I  programs  in  other  States  at  least  once  every  two 
years.  As  a  result  of  a  recent  OESE  reorganization,  the  Department  instead  will 
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carry  out  annual  integrated  monitoring  reviews  for  each  State.  This  new  approach 
involves  an  on-site  review  of  the  operation  of  multiple  Federal  education  programs 
in  the  context  of  a  State  or  local  school  district's  general  education  program.  The 
review  is  conducted  by  a  team  of  OESE  staff  with  knowledge  about  two  or  more  pro- 
grams, and  is  aimed  at  determining  how  States  and  school  districts  are  using  Fed- 
eral funds,  providing  guidance  on  how  Federal  programs  can  support  State  and  local 
reforms,  and  ensuring  compliance  with  Federal  program  requirements. 

The  Department's  Office  of  Special  Education  Programs  (OSEP)  utilizes  a  multi- 
faceted  approach  to  ensiu"e  compliance  with  the  Individuals  with  Disabilities  Edu- 
cation Act.  This  approach  includes  technical  assistance,  a  review  of  State  policy  and 
technical  assistance  documents,  review  and  approval  of  State  plans,  and  onsite  mon- 
itoring visits.  In  addition,  OSEP  conducts  follow-up  visits  to  selected  States  to  deter- 
mine whether  they  have  effectively  implemented  required  corrective  actions. 

The  Department  conducts  annual  reviews,  including  comprehensive  on-site  mon- 
itoring at  a  sample  of  State  agencies,  of  all  82  State  Vocational  Rehabilitation  agen- 
cy programs  to  determine  whether  States  are  complying  with  the  provisions  of  their 
State  plans. 

The  Department  generally  monitors  discretionary  grant  projects,  which  usually  in- 
volve relatively  small  amounts  of  money  awarded  for  limited  periods  of  time, 
through  review  of  written  reports  submitted  at  least  once  a  year.  These  reports  doc- 
ument a  grantee's  progress  toward  its  goals  and  objectives  and  help  program  officers 
assess  the  appropriateness  of  project  expenditures.  Program  officers  also  make  regu- 
lar telephone  contact  with  grant  recipients,  often  on  a  monthly  basis,  and,  travel 
budgets  permitting,  conduct  site  visits  to  projects.  The  Office  of  Vocational  and 
Adult  Education,  for  example,  makes  site  visits  to  approximately  20  percent  of  its 
projects  each  year. 

Question  2.  How  much  of  your  Agency's  budget  actually  goes  into  the  classroom? 

Answer.  The  Department  spends  just  2  percent  of  its  discretionary  budget  on  ad- 
ministration, allowing  us  to  deliver  98  cents  on  the  dollar  in  education  assistance 
to  States,  school  districts,  postsecondary  institutions,  and  students.  And  we  have 
achieved  this  level  of  efficiency  despite  the  fact  that  one-third  of  our  staff  is  involved 
in  law-enforcement  activities — such  as  enforcing  civil  rights  laws  and  investigating 
fraud  and  abuse  in  student  aid  programs — and  not  in  program  administration. 

A  complete  answer  to  this  question  depends  on  how  grantees  allocate  Federal 
funds,  as  well  as  on  the  definition  of  "into  the  classroom."  In  most  cases,  States  and 
school  districts  may  reserve  a  portion  of  their  Federal  awards  for  administrative 
costs,  as  discussed  in  more  detail  under  Question  4.  Many  of  these  State  and  local 
"administrative  costs,"  however,  involve  expenditures  on  staff  training,  curricular 
materials,  supplies,  and  equipment  that  have  a  significant  impact  on  the  classroom. 

For  example,  under  the  $7  billion  Title  I  program — by  far  the  largest  source  of 
Federal  elementary  and  secondary  education  assistance — States  may  retain  only  1 
percent  of  their  grants,  with  many  of  these  dollars  used  for  nonadministrative  ac- 
tivities such  as  teacher  training  and  technical  assistance.  Of  the  remaining  99  per- 
cent of  Title  I  funding  that  flows  through  to  local  educational  agencies,  the  General 
Accounting  Office  found  in  a  1992  study  of  eight  school  districts  that  73  percent  was 
used  for  direct  classroom  services  such  as  salaries  for  teachers  and  teacher  aides, 
17  percent  for  support  services  like  curricular  development  and  teacher  training, 
and  just  10  percent  for  program  administration,  almost  all  of  which  were  used  at 
the  local  district  level. 

I  would  also  point  out  that  many  Federal  education  programs  are  intended  to 
meet  classroom  needs  only  indirectly.  Such  programs  include  Eisenhower  Profes- 
sional Development,  TRIO,  and  the  activities  of  the  Department's  Office  of  Edu- 
cational Research  and  Improvement. 

Question  3.  What  criteria  does  the  Department  use  to  determine  if  a  program  is 
necessary  and  if  the  Federal  Government  should  be  operating  the  program? 

Answer.  In  general,  the  Department  administers  the  programs  authorized  and 
funded  by  the  Congress.  However,  the  Department  has  adopted  several  key  prin- 
ciples to  assess  the  merits  of  programs  and  proposals  during  the  annual  budget 
process,  as  part  of  Congressional  reauthorization  of  existing  statutes,  or  in  develop- 
ing its  own  new  initiatives. 

First,  the  central  concept  underlying  the  Federal  role  in  education — and  therefore 
the  activities  selected  to  fulfill  that  role — is  the  idea  that  while  education  in  Amer- 
ica is  a  State  and  local  responsibility,  it  is  also  a  national  priority.  In  this  century, 
the  Federal  role  has  often  been  one  of  responding  to  urgent  national  needs  of  Ameri- 
ca's children  and  other  students.  Examples  of  such  urgent  educational  needs  have 
included  the  expansion  of  vocational  education  in  1917,  opening  the  doors  to  college 
for  8  million  returning  World  War  II  veterans,  and  helping  to  ensure  equal  edu- 
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cational  opportunity  for  all  American's  in  the  wake  of  the  passage  of  the  Civil 
Rights  Act  in  1964. 

More  recently,  the  Federal  Government  has  helped  States  and  communities  keep 
drugs  and  violence  out  of  the  classroom  and,  following  the  1989  Education  Summit, 
helped  States  and  communities  to  develop  and  adopt  their  own  high  academic 
standards,  partly  in  response  to  the  need  to  become  internationally  competitive.  The 
Department  also  has  responded  to  the  call  from  business  for  better-prepared  work- 
ers by  helping  States  to  create  their  own  school-to-work  systems. 

The  Department  administers  over  200  programs,  and  the  Clinton  Administration 
has  subjected  Department  activities  to  a  rigorous  examination,  first  through  the  Na- 
tional Performance  Review  and  subsequently  through  the  annual  budget  develop- 
ment process,  to  determine  which  programs  are  both  effective  and  necessary. 

As  a  result,  the  Department  has  consistently  recommended,  both  in  its  annual 
budget  requests  and  in  its  reauthorization  proposals,  the  elimination  of  programs 
that  are  ineffective,  duplicate  other  Federal  programs,  have  achieved  their  purpose, 
or  are  more  appropriately  pursued  with  non-Federal  resources. 

This  approach  helped  to  eliminate  43  programs,  totaling  $450  million,  through  fis- 
cal year  1995.  In  its  1996  budget  request,  the  Department  proposed  to  eliminate  or 
consolidate  nearly  70,  or  about  30  percent,  of  the  240  programs  then  administered 
by  the  Department.  In  the  final  fiscal  year  1996  appropriation,  Congress  terminated 
21  programs,  totaling  over  $170  million.  The  Department's  1997  budget  continues 
this  policy,  proposing  to  eliminate  16  programs  totahng  almost  $465  million. 

Question  4.  How  much  of  a  program's  budget  is  spent  on  administrative  costs  at 
the  Federal,  State,  and  local  levels? 

Answer.  The  answer  to  this  question  varies  depending  on  the  program,  but  in  gen- 
eral the  administrative  costs  for  Federal  education  programs  are  as  follows: 

Federal:  The  Department's  administrative  costs  for  its  discretionary  programs  are 
paid  from  separate  salaries  and  expenses  appropriations  for  the  Department  (which 
total  less  than  2  percent  of  overall  Department  discretionary  funding)  and  not  from 
program  funds.  As  a  result,  virtually  all  program  funds  are  allocated  to  States,  post- 
secondary  institutions,  and  local  recipients.  The  Department  does  use  program  dol- 
lars for  such  activities  as  peer  review  of  competitive  grant  applications,  but  these 
dollars  total  less  than  0.02  percent  of  the  overall  discretionary  budget. 

State:  State  costs  absorb,  on  average,  about  1.5  percent  of  funds  appropriated 
under  the  Elementary  and  Secondary  Education  Act  ($119  million  out  of  $8.2  billion 
in  fiscal  year  1995),  with  much  of  this  used  for  non-administrative  activities  like 
technical  assistance  and  teacher  training.  Within  this  average.  States  may  retain 
only  1  percent  of  Title  I  funds — the  largest  source  of  Federal  funding  for  elementary 
and  secondary  education — to  pay  administrative  costs. 

For  Special  Education  formula  grant  programs.  States  are  subject  to  a  5-percent 
cap  on  administrative  expenditures.  Under  the  Perkins  Vocational  Education  Act, 
States  may  use  up  to  5  percent  of  their  grants  to  pay  administrative  costs,  while 
States  use  approximately  4  percent  of  their  Adult  Education  grants  for  administra- 
tion. 

Local:  Funds  allocated  to  administrative  costs  at  the  local  level  also  support  non- 
administrative  activities  such  as  technical  assistance,  teacher  training,  and  com- 
puter laboratories.  For  example,  the  General  Accounting  Office  found  in  a  1992 
study  that  while  73  percent  of  local  Title  I  funds  were  used  to  pay  the  salaries  of 
teachers  and  teacher  aides,  another  17  percent  supported  activities  like  curricular 
development  and  teacher  training,  leaving  just  10  percent  for  program  administra- 
tion. Adult  Education  programs  place  a  5-percent  cap  on  administrative  costs  in- 
curred by  local  providers. 

At  the  postsecondary  level,  just  under  1  percent  of  Federal  postsecondary  spend- 
ing is  used  by  colleges  and  universities  to  administer  the  student  aid  programs. 

Question  5.  Using  Chapter  1  as  an  example,  are  the  services  to  children  being  pro- 
vided in  the  most  efficient  manner  possible? 

Answer.  The  Department  worked  closely  with  the  Congress  during  the  1994  reau- 
thorization of  Title  I  (Chapter  1)  to  improve  the  efficiency  of  the  program.  Key 
changes  included  aligning  Title  I  services  with  State  and  local  reform  efforts,  elimi- 
nating the  requirement  for  a  separate  assessment  system,  shifting  decision-making 
on  the  use  of  Title  I  funds  down  to  the  school  level,  and  lowering  the  threshold  for 
schoolwide  programs,  which  permit  schools  to  combine  Title  I  funds  with  other  Fed- 
eral, State,  and  local  resources  to  improve  instruction  for  all  students. 

The  reauthorization  also  enhanced  the  efficiency  of  Title  I  by  improving  the 
targeting  of  Title  I  funds  on  schools  with  the  highest  concentrations  of  disadvan- 
taged students,  rather  than  spreading  funds  too  thinly  to  have  an  impact  on 
achievement.  Research  shows  that  it  is  the  proportion  of  poor  students  in  a  school, 
and  not  simply  their  presence,  that  is  associated  with  low  academic  achievement. 
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The  Department  has  proposed  further  improvements  in  targeting  in  its  last  two 
budget  requests  because  the  program  will  operate  at  peak  "efficiency"  only  if  its 
funds  are  targeted  to  the  schools  and  children  with  the  greatest  need  for  Title  I 
services. 

Question  6.  What  evaluations  are  in  place  to  ensure  that  these  funds  are  spent 
in  the  most  prudent  manner  possible  and  at  the  least  expense  to  the  taxpayer? 

Answer.  The  Department  has  developed  and  implemented  a  multi-year  evaluation 
plan  for  every  major  program  area.  This  plan  has  been  designed  to  accomplish  two 
major  objectives:  (1)  to  assess  the  effectiveness  of  federally-supported  programs,  and 
(2)  to  identify  the  most  effective  educational  practices  in  the  Nation.  The  Depart- 
ment's ability  to  implement  this  plan  depends  in  part  on  the  level  of  appropriations 
support  for  evaluation.  In  addition,  the  Department  has  moved  quickly  to  develop 
performance  measurement  systems  in  accordance  with  the  requirements  of  the  Grov- 
emment  Performance  and  Results  Act.  This  effort — focused  initially  on  the  15  larg- 
est programs — is  considered  to  be  a  key  priority  in  the  Department's  strategic  plan, 
which  gives  evaluation  studies  a  key  role  in  ensuring  that  programs  are  run  in  the 
most  effective  manner  possible. 

At  the  elementary  and  secondary  level,  for  example,  the  Department  is  currently 
supporting  a  national  evaluation  of  the  effectiveness  of  comprehensive  drug  preven- 
tion programs,  a  congressionally  mandated  longitudinal  evaluation  of  school  change 
and  performance  in  Title  I  schools,  a  longitudinal  study  of  special  education  stu- 
dents, and  an  evaluation  of  the  quality  and  effectiveness  of  the  professional  develop- 
ment activities  supported  by  the  Eisenhower  Professional  Development  program. 

In  postsecondary  adult,  and  vocational  education,  the  Department  is  conducting 
an  independent  national  evaluation  of  State  progress  in  developing  school-to-work 
systems,  a  comparison  of  the  costs  and  administration  of  student  loans  under  the 
Direct  Loan  Program  and  the  Federal  Family  Education  Loan  Program,  two  major 
efforts  to  identify  effective  programs  for  Adult  Basic  Education  and  Adult  English 
as  a  Second  Language,  and  a  longitudinal  study  of  10,000  consumers  of  Vocational 
Rehabilitation  services  over  a  3-year  period. 

Question  7.  How  often  are  evaluations  conducted  and  if  an  evaluation  shows  that 
a  program  is  not  working,  what  action  is  taken  by  the  Department?  How  long  does 
it  take  for  the  Department  to  take  corrective  action? 

Answer.  Evaluations  are  designed  to  provide  information  both  for  program  im- 
provement and  for  reauthorizations.  Therefore,  we  carry  out  evaluations  on  a  contin- 
uous basis,  with  the  objective  of  completing  major  studies  in  time  to  inform  Congres- 
sional and  agency  deliberations  on  program  reauthorizations.  For  example,  the 
multi-year  evaluations  of  Title  I,  adult  education,  and  vocational  education  have  al- 
ways been  timed  to  provide  information  in  advance  of  reauthorizations,  which  gen- 
erally occur  every  five  years. 

Examples  of  how  these  evaluations  are  used  to  improve  programs  and  support  leg- 
islative changes  include  the  following: 

The  Title  I  program  was  fundamentally  restructured  (through  reauthorization)  in 
response  to  the  findings  from  the  most  recent  assessment  of  the  (antecedent)  Chap- 
ter 1  program.  This  assessment  showed  that  Chapter  1  programs  were  not  teaching 
to  high  standards  and  that  meeting  the  educational  needs  of  disadvantaged  children 
required  more  than  the  supplemental  classroom  instruction  provided  by  Chapter  1. 

Under  the  new  Title  I  legislation,  States  are  required  to  develop  or  approve  stand- 
ards and  assessments  that  will  challenge  all  students  to  perform  to  higher  levels, 
and  these  standards  and  assessments  are  to  be  linked  to  curricula  and  professional 
development  at  the  school  and  classroom  level.  The  new  legislation  also  recognizes 
that  achieving  high  standards  for  all  students  requires  a  shared  commitment  from 
everyone  concerned,  including  greater  family  and  community  involvement  in  edu- 
cation. 

As  a  result  of  evaluations  showing  that  increasing  the  hours  of  participation  in 
early  childhood  education  and  parenting  education  services  has  a  significant  influ- 
ence on  learning  gains,  the  Department  is  encouraging  local  Even  Start  projects  to 
increase  the  intensity  of  their  services  to  families,  especially  with  respect  to 
parenting  education. 

Evaluation  of  Adult  Education  programs  has  shown  that  most  local  programs  lack 
basic  management  information  needed  for  continuous  improvement,  including  indi- 
vidual client  records  and  documentation  of  learning  gains.  In  consultation  with  the 
adult  education  field,  the  Department  has  worked  to  develop  model  indicators  of 
program  quality  to  be  used  by  State  and  local  programs  to  judge  their  success.  The 
Department  also  has  provided  technical  assistance  to  help  States  develop  manage- 
ment information  systems  to  collect  data  at  the  local  level  and  report  it  to  States 
and  to  the  Department. 
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The  most  recent  National  Assessment  of  Vocational  Education  (NAVE)  has  been 
instrumental  in  moving  vocational  education  and  other  workforce  legislation  toward 
system  reform,  including  the  integration  of  vocational  and  academic  curricula  and 
the  development  of  State  reform  plans  and  performance  indicator  systems  to  meas- 
ure the  success  of  reform  efforts.  The  Administration  included  these  principles  in 
its  proposals  for  the  School-to-Work  Opportunities  Act  and  the  reauthorization  of 
the  Perkins  Vocational  and  Applied  Technology  Education  Act. 

A  major  example  of  the  Department's  efforts  to  take  corrective  action  in  response 
to  long-standing  problems  in  an  existing  program  is  the  Direct  Student  Loan  pro- 
gram. For  years  Congress,  the  General  Accounting  Office,  and  the  Department's  In- 
spector General  issued  report  after  report  finding  that  the  Federal  Family  Edu- 
cation Loan  program  suffered  from  serious  structural  problems  that  made  it  exces- 
sively costly  and  prone  to  error  and  abuse.  In  response,  the  Department  developed 
and  won  Congressional  approval  for  a  new,  streamlined  direct  loan  delivery  system 
that  eliminates  unnecessary  layers  of  bureaucracy,  reduces  taxpayer  costs,  improves 
accountability,  and  provides  better  service  to  students  and  schools  alike. 

The  Department  also  responds  to  evaluation  findings  through  the  budget  process. 
Our  proposal  to  eliminate  funding  for  the  Innovative  Education  Program  Strategies 
program  (the  education  block  grant)  is  based  on  evaluation  findings  that  program 
funds  have  not  been  used  to  support  serious,  sustained  education  reform  in  local 
school  districts.  Thus,  the  Department  is  proposing  corrective  action  to  terminate  an 
ineffective  program  immediately  through  the  budget  process  rather  than  wait  until 
the  next  reauthorization  cycle. 

DEPARTMENT  OF  EDUCATION  ADMINISTRATIVE  COSTS 

Senator  Specter.  The  first  question  related  to  the  auditing  and 
monitoring  of  the  Department  of  Education.  The  second  question 
related  to  the  amount  of  the  money  which  actually  goes  into  the 
classroom  to  try  to  make  an  evaluation  as  to  administrative  costs. 
The  third  question  related  to  the  criteria  which  your  Department 
use  to  determine  whether  programs  were  really  necessary. 

And  the  fourth  question  went  to  the  issue  of  the  administrative 
costs  at  the  other  level,  State,  local,  as  well  as  the  Federal  level. 
The  fifth  question,  using  title  I  as  an  illustration,  went  to  the  issue 
as  to  whether  services  to  children  under  title  I  were  being  provided 
at  the  most  efficient  level. 

The  balance  of  the  questions,  which  will  appear  in  the  record,  go 
to  the  overall  administrative  efficiency  of  the  Department  of  Edu- 
cation and  they  all  boil  down  to  two  questions,  which  are  inter- 
related, and  they  are:  What  is  the  reason  for  a  separate  Depart- 
ment of  Education;  and  in  support  and  justification  for  the  Depart- 
ment, and  I  have  continued  to  support  you  on  that  issue,  are  there 
some  realistic  programmatic  savings  or  administrative  savings 
which  can  be  made? 

Secretary  RiLEY.  All  right,  sir.  The  answer  to  your  first  ques- 
tion— and  I  have  had  that  raised  before,  as  you  well  know — is  that 
the  administrative  costs  for  the  Department  of  Education  run  ap- 
proximately 2  percent,  or  less,  of  our  budget.  In  other  words,  we 
think  it  is  a  rather  conservative  administrative  factor.  It's  not  a 
question  of  the  Federal  Government  not  doing  anything  about  edu- 
cation, it  is  a  question  of  how  best  to  have  it  organized. 

When  it  was  an  Office  of  Education  under  HEW,  we  had  some 
7,700  employees.  Today,  as  a  Department  of  Education,  we  have 
around  5,000,  and  we  have  additional  programs  and  responsibil- 
ities like  direct  lending,  that  we  didn't  have  before.  We  have  a  lot 
wider  scope  of  responsibiUties  in  some  areas,  like  direct  lending, 
and  less  people. 
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DIRECT  LOANS  PROGRAM 

Senator  Specter.  Let  us  pick  up  direct  lending  at  this  point. 
Those  who  oppose  direct  lending,  and  the  opposition  is  fierce  if  you 
come  to  our  conference,  say  that  it  is  a  better  matter  to  leave  to 
the  private  sector  and  not  to  have  the  Federal  Government  handle 
it.  Why  not  let  the  private  sector  handle  it,  Mr.  Secretary? 

Secretary  Riley.  Both  direct  loans  and  the  Federal  family  edu- 
cation loans  [FFEL]  are  Federal  Government  programs,  Mr.  Chair- 
man. If  you  take  the  almost  100  percent  Guaranteed  Student  Loan 
Program — anybody  that  looks  into  the  banking  world  will  tell  you 
that  is  almost  100  percent  a  Federal  Government  program.  Direct 
loans  are  administered  by  the  Federal  Government.  Federal  family 
education  loans  are  administered  by  hundreds  of  banks  and  guar- 
anty agencies  and  a  very  complex  system,  but  they  are  loans  guar- 
anteed by  the  Federal  Government. 

Senator  Specter.  But  you  have  just  sought  to  justify  the  in- 
crease in  functions  of  the  Federal  Government  by  the  Direct  Loan 
Program  and  that  adds  to  the  administrative  cost.  You  have  said 
that  you  have  taken  on  more  responsibilities.  Would  it  not  be  wise 
to  take  on  less  responsibilities  and  leave  more  to  the  private  sec- 
tor? 

Secretary  Riley.  We  have  done  that  in  many  cases,  and,  of 
course,  many  things  we  do  with  direct  lending  involves  private  con- 
tractors, too.  In  fact,  we  contract  a  great  portion  of  its  operations 
out  to  the  private  sector. 

Senator  Specter.  Could  we  contract  out  more  to  the  private  sec- 
tor? 

Secretary  RiLEY.  I  think  we  contract  out  as  much  as  we  possibly 
can.  The  great  majority  of  it  is  contracted  out. 

Senator  SPECTER.  Would  you  take  a  look  at  that,  Mr.  Secretary, 
top  to  bottom  as  we  talk  about  reevaluations,  and  see  if  there  is 
not  more  that  could  be  contracted? 

Secretary  RiLEY.  I  certainly  will. 

[The  information  follows:] 

Private  Contracts  for  Direct  Loan  Administration 

The  Direct  Loan  Program  is  already  essentially  run  through  private  contracts.  All 
application  processing,  loan  origination  and  servicing,  and  systems  development  and 
maintenance  activities  are  carried  out  through  such  contracts,  which  account  for 
roughly  75  percent  of  the  funds  currently  supporting  Direct  Loan  administration. 
Approximately  two-thirds  of  the  non-contract  funds  support  Federal  staff  involved 
in  program  management  and  contract  oversight  activities;  the  remainder  pays  for 
printing  and  postage  costs  associated  with  Federal  student  aid  applications  and  in- 
formational materials.  We  believe  that  these  non-contract  activities  are  inherently 
a  Federal  responsibility,  and  as  such  are  inappropriate  for  handling  by  private  con- 
tractors. 

RATIONALE  FOR  A  SEPARATE  DEPARTMENT  OF  EDUCATION 

Senator  Specter.  To  the  extent  that  we  can  move  in  that  direc- 
tion, it  lessens  the  press  for  the  elimination  of  the  Department. 

We  had  the  Department  of  HEW,  Health,  Education  and  Wel- 
fare, years  back.  What  is  the  advantage,  if  any,  of  the  current 
structure  of  having  a  separate  Department  of  Education? 

Secretary  RiLEY.  It  simply  works  better.  You've  got  programs 
that  are  going  to  be  administered,  whether  it  is  Pell  grants  or  stu- 
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dent  financial  aid  or  title  I  or  IDEA,  or  whatever,  and  it  is  a  ques- 
tion of  whether  you  have  one  agency  to  handle  those  or  whether 
they  are  scattered  out  among  a  number  of  different  agencies. 
Frankly,  it  works  much  better  for  them  to  be  in  one  Department. 
Modem-day  organizational  structures  are  finding  where  you  can 
have  a  targeted  function  in  an  agency  or  a  part  of  a  major  com- 
pany, it  simply  works  better. 

When  school  superintendents  call  here,  generally  all  the  issues 
that  they  are  interested  in  are  together  in  one  Department,  as  op- 
posed to  being  in  three,  four,  five,  or  six  different  Departments. 
Having  a  separate  Department  of  Education  also  puts  a  person  in 
the  Cabinet  who  has  a  special  interest  in  education,  and  I  will  tell 
you,  Mr.  Chairman,  I  don't  believe  we  have  ever  had  a  Cabinet 
meeting  that  education  didn't  come  up.  Education  is  very  much  an 
important  part  of  this  country's  future,  and  I  think  it  is  important 
to  have  a  Cabinet  person  representing  the  interests  of  children  and 
those  involved  in  the  education  system. 

EDUCATION  ADVOCACY  AT  THE  CABINET  LEVEL 

Senator  Specter.  Well,  give  us  an  example  of  what  you  do  in  the 
Cabinet,  having  a  seat  at  the  table.  Who  are  you  fighting  with  and 
tell  us  a  little  bit  about  your  victories. 

Secretary  RiLEY.  Well,  we  are  constantly,  of  course,  in  terms  of 
money,  encouraging  the  President  and  the  Cabinet  to  support  edu- 
cation. 

Senator  Specter.  Do  you  have  contests  with  Secretary  Perry,  the 
Secretary  of  Defense,  as  to  money? 

Secretary  RiLEY.  No;  I  don't  have  contests  with  anybody,  but  I 
argue  for  education,  and  the  President  is  very  receptive,  generally, 
to  that  because  he  very  much  believes  in  education. 

Senator  Specter.  Well,  do  you  really  need  a  Secretary  of  Edu- 
cation with  his  presence? 

Secretary  RiLEY.  I  think  it  is  always  helpful. 

Senator  Specter.  President  Clinton  might  say  we  do  not  need  a 
Secretary  of  Education  because  he  is  such  an  education  advocate. 

Secretary  RiLEY.  I  don't  think  the  President  would  say  that. 

Senator  Specter.  He  needs  education  advocacy  even  with 
his 

Secretary  RiLEY.  Even  with  his  advocacy  I  think  he  would  say 
that  education  is  important  enough  to  have  a  person  at  the  Cabinet 
table  speaking  for  education. 

Senator  Specter.  But  Mr.  Secretary,  if  there  is  a  necessity  to 
have  somebody  at  the  table,  and  I  can  appreciate  that,  you  have 
so  much  money.  If  education  is  going  to  get  more,  you  must  be  in 
a  contest  with  somebody  else,  if  not  the  Department  of  Defense, 
then  where? 

Secretary  RiLEY.  Well,  again,  Mr.  Chairman,  and  I  see  what  you 
are  reaching  for,  but  that  really  falls  into  the  realm  of  OMB,  and 
I,  unfortunately,  am  not  able  to  get  into  talking  about  where  the 
Government  ought  to  cut  to  meet  the  needs  of  education. 
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EDUCATION  FUNDING  ADVOCACY  AT  THE  CABINET  LEVEL 

I  am  an  advocate  for  education  and  I  try  to  be  very  conservative, 
but  very  careful  about  protecting  that  interest. 

Senator  Specter.  Well,  when  you  talk  about  0MB,  you  are  put- 
ting your  finger  on  the  real  operational  aspects  as  to  how  the  budg- 
et is  divided.  Is  it  not  really  an  0MB  decision  after  they  get  all  the 
requests?  Are  these  decisions  really  made  at  the  Cabinet  level?  Is 
there  an  area  of  discretion  where  you  appear  with  other  Secretaries 
and  present  your  case  to  the  President  and  get  more  money? 

Because  if  that  is  the  case,  then  you  are  needed.  If  that  is  not 
the  case,  then  there  is  a  question  about  whether  the  Secretary's  po- 
sition at  the  bargaining  table  is  really  significant. 

Secretary  Riley.  It  is  the  case,  and  I,  on  many  occasions,  appear 
before  the  President  with  many  domestic  colleagues  in  the  Cabinet, 
and  I  make  the  request  for  education  in  as  sensible  a  way  as  I  can. 

Senator  SPECTER.  Can  you  give  us  an  example? 

Secretary  RiLEY.  Well,  an  example  is  our  budget,  whether  we  are 
talking  about  school-to-work,  or  whatever,  I  go  before  the  President 
and  make  a  strong  case  for  the  program.  School-to-work,  as  you 
know,  goes  for  about  5  or  6  years  and  then  it  is  phased  out.  It  is 
a  very  conservative  approach  to  getting  young  people  to  achieve  in 
high  academic  levels,  even  though  they  are  not  planning  to  go  to 
4  years  of  college. 

The  President  receives  that  information  and  is  the  person  who 
makes  the  ultimate  decision.  OMB,  of  course,  works  with  all  the 
different  agencies  in  providing  information,  but  the  President 
makes  the  final  decisions  and  he  does  give  the  members  of  the  Cab- 
inet the  opportunity  to  appear  before  him  and  make  a  case  for  their 
proposals. 

Senator  Specter.  And  there  have  been  occurrences  where  you 
have  made  your  case  and  the  President  has  decided  on  an  in- 
creased funding  level  for  the  Department  of  Education? 

Secretary  RiLEY.  Yes,  sir. 

Senator  Specter.  Without  intruding  into  executive  privilege,  Mr. 
Secretary,  I  would  like  some  specification  on  that.  It  would  be  help- 
ful for  this  subcommittee  to  have  that  as  we  respond  to  the  inquir- 
ies that  we  have  as  to  the  necessity  for  a  Department  of  Education. 
The  more  factually  oriented,  the  better. 

Secretary  RiLEY.  I  will  be  glad  to  do  that. 

[Clerk's  note. — The  information  referred  to  is  contained  in  sub- 
committee files.] 

GOALS  2000 

Senator  SPECTER.  Let  me  pick  up  the  question  of  Goals  2000. 
Goals  2000,  along  with  direct  lending,  are  the  two  subjects  that  you 
directed  your  attention  to  beyond  your  formal  statement.  I  agree 
with  you,  Mr.  Secretary,  that  the  program  of  Goals  2000  is  worth- 
while to  establish  standards,  and  that  they  ought  to  be  standards 
established  within  the  latitude  for  the  States  and  local  government 
to  make  those  determinations  and  not  have  them  established  by 
the  Federal  Government. 

You  were  cooperative  last  year  in  agreeing  to  quite  a  number  of 
proposals  which  I  had  made  to  try  to  eliminate  the  bureaucracy.  As 
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I  traveled  around  this  last  year,  you  might  not  have  heard  about 
this,  but  I  ran  for  President  last  year.  [Laughter.] 

And  when  I  was  in  New  Hampshire,  I  found  a  very  strong  resist- 
ance to  Goals  2000.  One  of  the  great  things  about  America,  is  going 
out  and  finding  out  as  much  about  America  as  you  can.  I  was  at 
a  meeting  on  a  Saturday  in  a  school  district  in  Nashua,  and  people 
were  complaining  about  the  absence  of  the  funding  from  Goals 
2000,  and  we  came  upon  an  idea  to  try  to  make  that  lending  di- 
rectly to  local  government  as  long  as  the  State  did  not  object,  so 
that  you  might  have  an  accommodation. 

We  finally  worked  it  out  to  the  satisfaction  of  Governor  Merrill, 
the  very  distinguished  Governor  of  the  State  of  New  Hampshire. 
We  had  his  head  of  the  Education  Department  at  a  hearing  last 
September,  you  were  here,  and  we  got  it  worked  out;  I  compliment 
you  for  your  flexibility.  We  eliminated  a  good  bit  of  the  bureaucracy 
and  a  good  bit  of  the  surplussage  and  worked  it  out. 

But  we  are  still  going  to  have  a  fight  this  year  in  conference  be- 
cause the  House  has  eliminated  the  funding  for  Goals  2000.  So  give 
me  your  very  best  argument  that  we  can  use  in  that  conference  to 
try  to  maintain  the  funding  for  this  important  program. 

ATTRIBUTES  OF  GOALS  2000  PROGRAMS 

Secretary  Riley.  Well,  Mr.  Chairman,  you  are  very  sensitive  to 
the  State  and  local  roles,  the  State  responsibility  for  education,  the 
local  government  where  the  functioning  takes  place.  I  am  not  talk- 
ing about  higher  education.  That's  totally  different.  We're  talking 
about  K  through  12,  which  is  the  State's  responsibihty  under  State 
constitutions. 

Now,  how  can  the  Federal  Grovemment  impact  in  this  informa- 
tion-intensive era,  where  education  is  really  so  terribly  important — 
more  important  than  any  time  in  the  history  of  civilization.  The 
Federal  Government  must  be  interested,  the  country  must  be  inter- 
ested in  improving  the  education  level  of  all  children. 

Goals  2000  has  all  of  the  attributes  that  States  want.  It  has  flexi- 
bility. It  has  State  and  local  control.  They  develop  their  own  plan. 
They  develop  the  way  that  they  are  going  to  improve  their  own 
schools  to  reach  the  standards  and  the  goals  that  they  set. 

Senator  Specter.  Well,  what  does  Goals  2000  do  that  the  States 
could  not  do  all  by  themselves  if  there  was  no  funding  for  Goals 
2000? 

Secretary  Riley.  Goals  2000  causes  every  State,  and  then  every 
school  district  and  every  school  to  think  about  how  they  are  going 
to  reform,  improve,  and  change  their  education  for  the  better  to 
reach  high  standards.  That  is  very  important.  It  doesn't  tell  them 
how  to  do  it.  It  doesn't  tell  them  they  have  to  do  it.  But  if  they  take 
the  funds,  then  they  have  to,  in  their  own  way,  work  to  improve 
their  schools.  That  causes  all  of  this  very  positive  energy  to  take 
place  out  there  in  the  country,  to  improve  education. 

Goals  2000  funds  are  not  part  of  the  State  or  local  district's  base 
budget.  It  is  to  be  over  their  base  budget  for  improvements.  They 
do  it  their  way.  They  can  use  the  funds  for  computers.  They  can 
use  the  funds  for,  if  necessary,  safety,  but  it  has  to  be  their  way 
of  reaching  high  standards  for  their  particular  school  district. 
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USE  OF  GOALS  2000  FUNDS  FOR  COMPUTERS 

Senator  Specter.  The  use  for  the  computers  was  an  amendment 
offered  by  Representative  Istook,  which  helped  us  work  out  a  com- 
promise on  the  conference.  So,  you  are  satisfied  to  have  those  funds 
used  as  the  States  may  decide? 

Secretary  Riley.  Yes,  sir;  and  I  was  satisfied  with  that  before  his 
amendment  came  in.  His  amendment  might  have  clarified  it  for 
some  people,  but  computers  were  always  perfectly  within  the  realm 
of  the  decision  of  the  States  and  local  schools.  Wyoming,  for  exam- 
ple, before  that  amendment  was  passed,  used  all  of  its  Goals  2000 
money  for  computers,  which  is  perfectly  fine.  It's  up  to  Wyoming 
as  to  how  they  want  to  use  their  money. 

OVERSIGHT  OF  GOALS  2000  STANDARDS  AND  GOALS 

Senator  Specter.  What  oversight,  if  any,  then,  does  the  Federal 
Department  of  Education  give  to  the  goals  and  standards  which  are 
adopted  by  the  States? 

Secretary  Riley.  What  oversight?  Under  each  State  plan,  the 
State  has  to  have  its  own  standards  for  the  various  core  subjects. 
They  have  their  own  curriculum,  and  whatever  else  they  need — 
preparation  of  teachers,  textbooks  and  so  forth — to  reach  those 
high  standards.  They  also  have  to  have  their  own  student  assess- 
ments linked  to  those  high  standards.  That  is  the  overview. 

The  people  in  the  State,  then,  can  watch  and  see  what  happens 
in  terms  of  test  scores.  Are  they  going  up,  are  they  going  down,  or 
are  they  staying  the  same?  If  they  are  going  up  toward  the  high 
standards  that  the  State  sets,  then  obviously  the  plan  is  working 
well.  If  it  isn't  working,  then  adjustments  need  to  be  made  to  make 
sure  it  is  working  well.  But  the  test  scores,  the  assessment,  are  the 
monitoring  device  and  they  are  a  very,  very  good  monitoring  device. 

GOALS  2000  STATE  PLAN  REQUIREMENTS 

Senator  Specter.  Is  there  any  overview,  then,  from  the  U.S.  De- 
partment of  Education  as  to  the  goals  and  standards  which  are  es- 
tablished by  the  States? 

Secretary  RiLEY.  Each  State  has  its  own  plan  and  it  has  to  com- 
ply with  its  own  plan.  They  do  that  themselves.  I  am  sure  if  we 
were  advised  that  there  was  fraud  or  corruption,  or  something  like 
that  was  going  on,  obviously  we  would  go  to  the  States  and  urge 
them  to  get  it  straightened  out. 

Senator  Specter.  Suppose  they  had  no  plan,  gave  you  a  blank 
sheet  of  paper. 

Secretary  RiLEY.  They  have  to  have  a  plan.  The  State  has  to 
have  a  plan. 

Senator  Specter.  But  within  the  requirement,  beyond  the  re- 
quirement of  a  plan,  it  is  a  matter  of  State  discretion. 

Secretary  Riley.  It  is  a  matter  of  State  discretion.  They  have 
enormous  flexibility.  It  is  the  State's  plan.  They  have  complete 
flexibility  in  how  they  think  best  they  can  reach  the  plan.  It  has 
to  be  seen  as  reaching  standards,  Senator.  As  you  know,  they  have 
to  have  their  standards  and  the  plan  is  for  how  to  reach  those 
standards,  but  it  is  their  way. 
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Senator  Specter.  Well,  I  think  that  a  very  important  point  to 
emphasize  is  the  discretion  which  you  articulate,  and  it  is  a  matter 
of  the  State  to  set  the  standards,  so  it  is  not  a  standard  coming 
out  of  Washington.  The  overall  administrative  board,  which  had 
been  established  in  prior  law,  was  eliminated  in  the  bill  we  passed 
last  year,  which  I  had  proposed  and  you  had  reviewed,  and  we 
came  to  terms  in  collaboration  with  a  number  of  States  which  did 
not  like  the  Federal  strings.  We  eliminated  those  strings,  so  that 
I  think  it  is  important  that  it  is  understood  that  it  is  a  matter  of 
State  discretion. 

FUNDING  FOR  THE  SCHOOL  CONSTRUCTION  INITIATIVE 

Now,  Mr.  Secretary,  you  talked  about  the  President's  initiative 
for  $5  billion.  I  think  that  is  the  figure  you  used  for  school  con- 
struction; is  that  correct? 

Secretary  RiLEY.  Yes,  sir. 

Senator  Specter.  Where  is  that  money  going  to  come  from? 

Secretary  RiLEY.  Well,  it  doesn't  come  from  this  appropriation 
process. 

Senator  SPECTER.  I  am  glad  to  hear  that.  Now,  where  does  it 
come  from?  [Laughter.] 

Secretary  Riley.  It  comes  from  the  mandatory  side  instead  of  the 
discretionary  side.  The  offsets,  I  can  supply  that  for  you,  but  the 
offsets  are  not  part  of  the  discretionary  side. 

Senator  SPECTER.  Well,  give  me  an  idea  of  where  the  offsets  come 
from. 

Secretary  Riley.  Part  of  it  comes  from 

Senator  Specter.  Last  year  when  you  and  I  were  talking  and  I 
was  trying  to  catch  up  with  the  head  of  the  Office  of  Management 
and  Budget,  to  find  some  offsets,  we  had  a  very,  very,  very  difficult 
time.  I  even  made  it  a  point  to  go  meet  with  the  President  in 
Wilkes-Barre.  When  I  got  there,  the  Director  of  the  Office  of  Man- 
agement and  Budget  had  departed  the  Presidential  group. 

We  had  a  very  hard  time  finding  offsets  for  $2.7  billion.  When 
I  hear  about  offsets  for  $5  billion,  I  am  a  little  skeptical. 

Secretary  RiLEY.  Basically,  the  funds  would  come  from  further 
auctions  of  broadcast  and  nonbroadcast  spectrum  that  the  FCC  will 
free  up  to  get  more  spectrum  into  the  hands  of  the  private  sector. 
So,  the  construction  money  primarily  comes  from  the  auction  of  the 
spectrum.  It  is  a  temporary  program — a  4-year  program — so,  it  is 
not  a  continuing  appropriation,  Senator. 

Senator  Specter.  Well,  where  are  the  offsets  again,  Mr.  Sec- 
retary? 

Secretary  RiLEY.  The  President's  budget,  and  I  will  read  this,  al- 
ready includes  further  auctions  for  broadcast  and  nonbroadcast 
spectrum  that  the  FCC  will  free  up  to  get 

Senator  Specter.  We  have  already  used  that  for  quite  a  number 
of  items. 

Secretary  RiLEY.  This  is  freeing  up  additional  spectrum. 

Senator  Specter.  Are  you  going  to  charge  them  twice  for  the 
spectrum?  We  are  having  a  hard  time  getting  TV,  except  for  C- 
SPAN,  we  are  having  a  hard  time  getting  TV  to  pay  for  the  spec- 
trum the  first  time. 
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Dr.  Smith.  Mr.  Chairman,  there  has  been  some  new  technology 
which  has  freed  up  parts  of  the  spectrum  and  I  am  naive  about 
this,  and  I  can't  go  into  great  detail  about  it. 

Senator  SPECTER.  Why  not? 

Dr.  Smith.  Because  I  don't  know  the  spectrum  technology. 

Senator  Specter.  But  where  are  the  offsets  going  to  come  from? 

Dr.  Smith.  It  is  going  to  come  from  the  sale  of  part  of  the  spec- 
trum between  channels  60-69,  and  it  will  preserve  the  existing  TV 
stations  within  channels  60-69.  But  because  of  the  new  technology, 
they're  able  to  make 

Senator  Specter.  We  had  planned  to  trade  off  the  spectrum  for 
free  television  time  for  campaign  finance  reform.  We  have  already 
got  that  money  isolated. 

Secretary  RiLEY.  This  is  new  spectrum.  It  is  channels  60-69, 
channels  that  we  are  able  to  use  as  a  result  of,  as  Mike  Smith  says, 
new  technology.  So,  it  is  a  new  portion  of  the  spectrum  that  is 
available. 

Senator  SPECTER.  Where  else  besides  new  spectrum?  Is  that 
going  to  provide  the  full  $5  billion. 

Secretary  RiLEY.  I  think  that  it  will  provide  the  full  $5  billion, 
yes,  sir,  and  then  it  ends.  It  is  just  a  4-year  program. 

BUDGET  offsets  FOR  SCHOOL  CONSTRUCTION 

Senator  Specter.  Well,  I  just  have  a  doubt  as  to  the  reality  of 
that,  Mr.  Secretary,  when  we  look  for  offsets.  When  we  looked  for 
offsets  for  $2.7  billion  with  the  Chief  of  Staff,  Leon  Panetta,  last 
year,  it  was  very,  very  difficult.  It  sounds  great  but  I  would  like 
some  more  specification,  if  you  can  provide  it  to  the  subcommittee, 
as  to  where  those  offsets  are  going  to  come  from. 

Secretary  RiLEY.  All  right,  sir. 

[The  information  follows:] 

Spectrum  Auctions 

The  President's  School  Construction  Initiative  would  be  completely  funded 
through  a  new  auction  of  a  portion  of  the  broadcast  spectrum  between  channels  60 
and  69.  This  one-time  auction  would  raise  the  $5  billion  needed  to  fund  this  four- 
year  initiative.  No  appropriations  or  additional  offsets  would  be  needed. 

The  Omnibus  Reconciliation  Act  of  1993  gave  the  Federal  Communications  Com- 
mission (FCC)  authority  to  auction  spectrum  licenses,  instead  of  giving  them  away. 
The  subsequent  auctions  have  been  very  successful,  efficiently  allocating  a  scarce  re- 
source and  raising  $20  billion  to  date — more  than  either  the  Administration  or  the 
Congressional  Budget  Office  projected.  The  auctions  have  made  portions  of  the  spec- 
trum available  to  private  technology  entrepreneurs,  stimulating  the  development  of 
new  uses  of  the  spectrum,  including  personal  communications  services  such  as  two- 
way  paging,  digital  cellular  phones,  and  wireless  connections  to  the  Internet. 

For  several  years  the  FCC  has  studied  the  possibility  of  auctioning  unused  or 
underutilized  portions  of  the  spectrum  located  between  existing  TV  stations.  The 
FCC  has  determined  that,  with  the  development  of  digital  wireless  technology,  the 
space  on  the  broadcast  spectrum  around  TV  stations  can  be  auctioned  and  used 
without  affecting  these  stations.  The  portion  of  the  spectrum  between  channels  60 
and  69  was  allocated  free-of-charge  to  UHF  television,  but  there  are  fewer  than  100 
stations  across  the  United  States  using  it,  leaving  a  significant  and  valuable  portion 
of  spectrum  between  stations  that  could  be  used  for  other  wireless  technologies, 
such  as  mobile  video,  imaging,  and  other  advanced  voice  and  data  services.  Based 
on  the  extraordinary  success  of  the  initial  spectrum  auctions,  the  FCC  expects  this 
new  auction  to  generate  $5  billion. 

The  proposal  to  auction  portions  of  the  broadcast  spectrum  between  channels  60 
and  69  is  new  and  distinct  from  the  other  spectrum  auction  proposals  already  in- 
cluded in  the  President's  budget.  These  other  proposals  include: 


457 

— Broadening  and  extending  auctions  of  the  Non-Broadcast  Spectrum — expected 
to  raise  $19  billion; 

— Auction  of  the  "Analog"  Spectrum — to  be  reclaimed  by  the  FCC  after  broad- 
casters have  migrated  to  a  new  digital  channel — expected  to  raise  $17  billion; 

— Auction  of  a  new  generation  of  "888"  toll-free  numbers — expected  to  raise  $700 
million;  and 

— Auction  of  a  portion  of  the  spectrum  previously  allocated  for  digital  audio  radio 
services  (DARS)— expected  to  raise  $2.1  billion  to  help  pay  for  $1,500  HOPE 
Scholarships. 

EDUCATION  FOR  CHILDREN  OF  ILLEGAL  IMMIGRANTS 

Senator  Specter.  Mr.  Secretary,  a  very  contentious  problem  that 
is  facing  the  Congress  right  now,  specifically  the  Judiciary  Sub- 
committee, on  the  immigration  bill — and  I  am  a  conferee  there,  is 
the  issue  of  funding  for  education  for  children  of  illegal  immi- 
grants. 

While  there  is  a  consensus  that  we  ought  to  be  protecting  our 
borders,  that  is  an  obligation  of  the  Federal  Government,  there  is 
a  real  controversy  as  to  whether  you  can  deny  educational  benefits 
to  children  regardless  whether  they  are  illegal  immigrants  or  not. 

It  is  a  question  that  I  have  about  whether  there  might  have  been 
some  inquiry  as  to  whether  a  Harry  Specter  and  Lily  Specter  were 
legal  immigrants  when  I  went  to  school  in  Wichita,  KS,  a  few  years 
ago.  And  I  do  not  think  that  that  kind  of  action  can  be  taken 
against  children.  But  there  is  a  real  question  as  to  how  we  are 
going  to  handle  this  in  a  fair  way. 

One  answer  would  be  for  the  Federal  Grovemment  to  undertake 
the  cost  of  that  education  since  the  Federal  responsibility  has  not 
been  discharged.  I  had  a  long  conversation  with  Governor  Wilson 
about  this  not  too  long  ago  when  he  called  up  and  wanted  some 
help  on  having  the  immigration  bill  allow  the  discretion  to  Califor- 
nia to  exclude  that  kind  of  educational  benefit. 

So,  I  have  a  two-part  question  for  you.  The  first  part  is  not  too 
complicated,  knowing  your  stand.  The  second  part  is  a  little  more 
complicated.  No.  1,  do  you  think  that  it  is  appropriate  to  exclude 
from  education  children  who  are  here  from  illegal  immigrants? 

Secretary  RiLEY.  No,  sir;  I  don't  think  any  children  in  this  coun- 
try should  be  excluded  from  the  opportunity  to  have  an  education. 
I  think  that  is  a  part  of  what  makes  this  country  great  and  impor- 
tant. If  a  person  has  committed  a  terrible  crime,  certainly  we  don't 
deny  their  children  education.  A  person  who  is  here  illegally  cer- 
tainly is  here  improperly  and  I  think  that  should  be  dealt  with  by 
the  Immigration  Service  and  I  don't  care  how  strong  that  is. 

As  you  know,  we  have  doubled  the  size  of  and  significantly  in- 
creased the  border  patrol  in  other  ways,  but  I  will  tell  you,  in  my 
judgment,  it  is  not  good  policy  to  punish  the  children  and  deny 
them  an  education  because  their  parents  are  illegal  immigrants.  It 
is  bad  for  the  children,  it  is  bad  for  this  country  and  it  is  bad  for 
the  neighborhoods  that  they  live  in. 

Senator  Specter.  I  agree  with  you  about  that,  which  leads  us  to 
the  second  question.  But  before  I  get  there,  I  got  my  first  call  from 
the  Philadelphia  police  commissioner  since  I  have  been  in  the  U.S. 
Senate  on  the  subject.  I  used  to  have  a  lot  of  calls  from  the  pohce 
commissioner  when  I  was  district  attorney.  Commissioner  Frank 
Rizzo  used  to  call  me  all  the  time.  But  this  is  the  first  one  I  have 
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gotten  in  a  while,  and  the  issue  was  detention,  or  being  in  school 
as  opposed  to  being  on  the  streets  on  a  crime  issue  and,  of  course, 
that  leads  to  these  children  being  able  to  support  themselves  and 
having  a  quality  of  life  and  being  citizens  who  can  contribute, 
among  other  things,  by  paying  taxes. 

But  does  Governor  Wilson  not  have  a  pretty  good  point  when  he 
said  that  whatever  the  border  patrols  are  now,  that  it  has  been  a 
Federal  responsibility,  and  these  are  costs  which  ought  to  be  un- 
dertaken by  the  Federal  Government  instead  of  the  taxpayers  of 
California? 

Secretary  RiLEY.  Well,  I  do  think  it  is  certainly  a  matter  to  be 
taken  into  careful  consideration,  especially  for  those  programs, 
such  as  immigrant  education  and  title  I,  that  are  enormously  help- 
ful in  a  State  where  there  is  a  lot  of  immigration. 

Senator  Specter.  Perhaps  we  could  sell  the  spectrum  to  cover 
California's  cost.  It  would  be  only  $4  billion  to  the  highest  cost. 
Maybe  the  spectrum  would  cover  it  for  1  year.  Maybe  we  could  sell 
the  spectrum  each  year.  [Laughter] 

Secretary  Riley.  Well,  that  is  kind  of  a  one-time  deal  and  I  don't 
believe  we  can  ride  it  right  on. 

Senator  Specter.  I  am  glad  to  hear  you  say  that. 

Secretary  Riley.  But  I  do  think  that  we  ought  to  be  sensitive  to 
the  programmatic  appropriations  that  will  be  sensitive  to  the  immi- 
gration issue,  and  I  certainly  favor  increases  for  bilingual  edu- 
cation, migrant  education,  and  title  I,  as  you  will  notice. 

SCHOOL  UNIFORMS 

Senator  Specter.  Mr.  Secretary,  are  you  in  favor  of  school  chil- 
dren in  uniforms? 

Secretary  RiLEY.  Well,  as  you  know,  I'm  not  in  favor  of  telling 
States  and  schools  what  to  do.  I  am  in  favor  of  us  having  informa- 
tion coming  in  from  all  school  districts  and  all  schools. 

Senator  Specter.  Did  the  President  not  make  a  public  statement 
in  favor  of  school  uniforms? 

Secretary  Riley.  In  favor  of  uniforms  as  an  option  for  schools, 
and  then  he  asked  us  to  look  at  information  about  where  uniforms 
were  being  used,  where  it  was  working  well,  where  it  was  not.  And 
we  supplied  that  information  to  schools  and  school  districts. 

Senator  SPECTER.  He  did  not  have  to  make  a  statement  to  make 
it  optional,  did  he?  It  was  optional  before  he  made  the  statement? 

Secretary  RiLEY.  It  was  optional,  but  he  is  a  leader  in  this  Na- 
tion and  feels  like  it  is  his  place  to  inform  people  of  things  that  he 
thinks  are  important  to  them. 

Senator  SPECTER.  And  was  information  provided  by  the  Depart- 
ment of  Education  that  suggests  that  uniforms  were  a  good  thing 
to  do? 

Secretary  RiLEY.  In  many  cases,  yes;  and  we  have  gathered  a  lot 
of  information  on  it.  Based  on  the  information  we  have,  the  Presi- 
dent felt  that  he  should  speak  out  on  this  subject  and  that  uni- 
forms should  be  an  option  that  is  looked  at,  especially  where  there 
are  discipline  problems  in  the  schools. 

We  have  a  number  of  schools  where  we  have  seen  a  significant 
difference,  not  always  an  enormous  one,  but  usually  a  difference. 
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especially  if  parents  are  involved,  and  that  is  what  we  advise  peo- 
ple. 

Senator  SPECTER.  Is  it  the  parents  or  the  uniforms? 

Secretary  Riley.  If  parents  are  involved  in  bringing  about  uni- 
forms, they  work.  The  process  works  a  whole  lot  better  than  if  the 
school  decides  to  do  it  and  tells  the  parents  and  the  students  they 
are  going  to  do  it. 

Senator  Specter.  Do  you  think  uniforms  are  helpful  for  dis- 
cipline? 

Secretary  RiLEY.  They  are  helpful  in  many  cases,  not  all  cases, 
but  in  many  cases,  and  they  are  more  helpful  when  they  came 
about  by  parents  stirring  the  schools  to  bring  about  uniforms. 

Senator  Specter.  That  is  my  question.  Is  that  really  the  result 
of  the  uniforms  or  the  result  of  the  parents  stirring? 

Secretary  RiLEY.  It  is  probably  both.  But  uniforms,  I  do  think, 
have  a  positive  impact  in  many  cases  on  discipline  and  often  on  vi- 
olence. 

campus  security  act 

Senator  Specter.  Mr.  Secretary,  there  has  been  considerable 
concern  about  compliance  with  the  legislation  on  the  Right  to  Know 
Act  about  crime  rates  on  college  campuses  and  about  informing 
both  students  and  their  parents  as  to  what  is  going  on  at  those  col- 
leges, and  with  the  tremendous  rash  of  violence  on  college  cam- 
puses. Is  that  act  being  effectively  enforced? 

Secretary  RiLEY.  There  are  two  acts,  as  you  know.  Senator,  one, 
the  Family  Education  Rights  and  Privacy  Act  [FERPA]  is  the  older 
act.  It  deals  with  the  privacy  rights.  And  then  in  1990,  the  Campus 
Security  Act  was  passed  which  dealt  with  the  right  to  know.  Many 
people  think  the  two  acts  are  somewhat  in  conflict  with  each  other. 
We  don't  think  they  have  to  be.  We  don't  think  that  FERPA  is  a 
barrier  to  compliance  with  the  Campus  Security  Act. 

I  am  very  much  concerned,  as  you  indicate  a  lot  of  people  are, 
that  colleges  properly  classify  and  report  certain  crimes  under  the 
Campus  Security  Act.  I  think  that  is  extremely  important  and  of- 
tentimes, in  sexual  assault  cases,  the  feeling  is  that  colleges  are 
soft  about  including  such  cases. 

These  cases  should  be  included.  The  definitions  and  guidehnes 
we  have  provided  to  colleges  indicate  that.  We  have  stayed  in  con- 
stant touch  with  the  colleges  on  this  issue.  I  do  believe  higher  edu- 
cation today  is  very  much  more  tuned  in  to  the  Campus  Security 
Act.  I  think  they  are  all  generally  trying  to  do  a  much  better  job 
and  we  are  certainly  focusing  in  on  that  with  them,  providing  tech- 
nical assistance,  and  so  forth. 

TEENAGE  PARENTS 

Senator  Specter.  Mr.  Secretary,  in  the  President's  weekly  ad- 
dress on  May  4,  he  announced  Executive  actions  to  force  States  to 
end  welfare  benefits  to  teenage  parents  who  refuse  to  finish  school 
or  to  live  with  a  responsible  adult.  This  may  be  an  inappropriate 
question,  but  do  you  agree  with  that? 

Secretary  Riley.  The  President  was  talking  about,  as  I  recall,  the 
Wisconsin  plan,  that  dealt  with  teen  mothers. 
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Senator  Specter.  "Now,  when  you  answer  in  generalized  terms 
about  the  Wisconsin  plan,  he  came  out  and  endorsed  it  and  then 
it  later  developed  that  they  could  not  get  waivers  through  the  De- 
partment of  Health  and  Human  Services,  so  there  was  a  little 
backtrack  on  that  overall  plan,  was  there  not? 

Secretary  RiLEY.  Well 

Senator  Specter.  I  do  not  want  to  go  over  the  whole  plan  with 
you  but  since  you  mention  the  Wisconsin  plan,  is  that  not  the  fac- 
tual sequence? 

Secretary  RiLEY.  It  was  my  recollection,  again,  as  you  point  out, 
that  it  is  not  directly  under  me,  but  my  recollection  is  that  he 
spoke  favorably  of  the  Wisconsin  plan. 

Senator  Specter.  Said  it  was  a  good  plan. 

Secretary  RiLEY.  He  mentioned  favorably  some  factors  of  the 
plan,  such  as  requiring  teen  mothers  to  stay  in  school,  allowing 
States  to  reward  teen  mothers  who  complete  school,  requiring  teen 
mothers  to  sign  personal  responsibility  plans,  and  to  live  at  home, 
ending  welfare  as  we  know  it. 

Senator  Specter.  That  is  a  famous  statement,  ending  welfare  as 
we  know  it.  Now,  I  am  zeroing  in  on  one  specific  part  which  relates 
to  your  Department,  and  that  is  to  force  States,  no  option,  force 
States  to  end  welfare  benefits  to  teenage  parents  who  refuse  to  fin- 
ish school  or  to  live  with  a  responsible  adult.  To  finish  school  is 
right  under  your  Department.  Do  you  think  that  is  a  good  idea? 

Secretary  Riley.  I  think  it  is  a  very  good  idea,  generally,  but  I 
would  be  reluctant  to  say  it  is  a  great  idea  in  all  cases  because  I 
just  haven't  thought  that  out  completely  in  the  way  you  have  said 
it.  I  think  it  is  a  very  good  idea  generally  to  require  schooling  to 
be  continued  for  teenage  mothers,  and  I  think  that  is  extremely  im- 
portant. 

Senator  Specter.  Well,  I  agree  with  that  part.  But  you  used  the 
word,  punitive,  before  when  you  talked  about  excluding  children 
from  schools.  I  avoided  that  word.  That  is  frequently  used.  This  is 
a  really  tough  issue,  and  I  think  the  real  issue  is  how  we  get  teen- 
age mothers  to  go  to  school,  how  we  get  that  affirmative  result  and 
I  am  focusing  on  the  tough  talk.  It  is  tough  talk  and  maybe  it  is 
right  to  say  that  you  are  going  to  cut  off  benefits,  but  does  that  not 
punish  the  child  and  is  that  the  appropriate  sanction? 

Secretary  Riley.  I  don't  know  how  else  you  could  implement  it, 
if  it  is  a  question  of  welfare  payments  and  if  it  is  generally  good 
public  policy  for  a  teenage  person  to  finish  school  or  to  continue 
their  education.  I  don't  know  how  else  you  are  going  to  encourage 
them  to  do  that  unless  you  let  them  know  there  will  be  some  sanc- 
tions. 

Senator  Specter.  How  about  dealing  with  those  teenage  mothers 
and  how  about  encouragement?  One  of  the  items  which  we  are 
working  on  is  a  program  of  abstinence,  which  might  have  come 
under  your  Department.  It  is  being  handled  through  the  Depart- 
ment of  Health  and  Human  services.  We  are  going  into  the  schools 
trying  to  discourage  premarital  sex  to  prevent  unintended  preg- 
nancies to  try  to  cut  down  on  the  abortion  rate  on  the  one  hand 
and  trying  to  promote  adoption  on  the  other.  About  14  Senators 
have  cosponsored  legislation  which  I  have  introduced  on  those 
points. 
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HELPING  TEENAGE  MOTHERS  FINISH  SCHOOL 

Before  you  get  to  the  tough  talk,  which  is  the  President's  pro- 
posal, are  there  not  some  things  that  the  Department  of  Education 
can  do  to  try  to  bring  these  teenage  mothers  back  to  school  before 
the  threats  which  may  turn  out  to  be  punitive  against  the  student, 
against  the  children? 

Secretary  RiLEY.  I  think  there  are,  and  I  would  be  willing  to  be 
very  attentive  to  anything  like  that. 

Senator  Specter.  I  would  be  interested  in  your  thoughts  on  the 
matter. 

Secretary  RiLEY.  All  right,  sir. 

[The  information  follows:] 

Helping  Teenage  Mothers  Finish  School 

While  none  of  the  Department's  programs  focuses  specifically  on  ensuring  that 
teen  mothers  finish  school,  the  Elementary  and  Secondary  Education  Act  enables 
several  Title  I  programs  to  target  this  population  for  programs  and  services.  For  ex- 
ample: 

— The  Even  Start  reauthorization  expanded  eligibility  for  services  to  teen  parents 
and  their  children,  beginning  in  1995.  Even  Start  integrates  parenting,  basic  lit- 
eracy activities,  and  early  childhood  education  for  low-income  families  with  chil- 
dren from  birth  through  age  7.  Some  projects  include  special  activities  or  incen- 
tives to  help  teen  mothers  stay  in  school.  Services  range  from  academic  tutoring 
for  "homebound"  teen  mothers,  to  child  care,  transportation,  and  meals  while 
teen  parents  are  in  school,  to  out-of-school  activities  including  support  groups, 
crisis  counseling,  and  parenting  classes.  Projects  sometimes  require  "contracts" 
establishing  mutual  responsibilities  of  the  project  and  the  participants,  with  in- 
centives tied  to  meeting  personal  and  educational  goals. 

— Under  Title  I  Grants  to  Local  Educational  Agencies  (LEAs),  secondary  schools 
now  receive  a  larger  proportion  of  Title  I  funds  than  they  have  in  the  past,  since 
the  program  now  requires  LEAs  to  serve  all  schools,  including  middle  and  high 
schools,  with  student  populations  above  75  percent  poverty  before  serving  less- 
poor  schools.  As  a  result,  LEAs  should  have  more  resources  to  meet  the  needs 
of  teens  who  are  failing,  or  are  most  at  risk  of  failing,  to  reach  challenging  aca- 
demic standards,  and  they  also  have  the  flexibility  to  support  special  instruc- 
tional programs  and  support  services  for  teen  parents. 

— Title  I,  as  reauthorized,  also  includes  a  new  prevention  and  intervention  pro- 
gram for  children  and  youth  who  are  neglected,  delinquent,  or  at  risk  of  drop- 
ping out  of  school  (Title  I,  Part  D,  Subpart  2).  Under  this  program.  States  are 
required  to  reserve,  from  their  Title  I  LEA  Grants  allocation,  funds  generated 
by  counts  of  children  in  correctional  institutions  (a  total  of  about  $46  million 
in  1996).  States  use  the  funds  to  make  awards  to  LEAs  for  drop-out  prevention 
programs  involving  youth  from  correctional  facilities  and  other  categories  of  at- 
risk  children,  including  pregnant  and  parenting  teens.  In  addition  to  regular 
academic  instruction,  activities  may  include  vocational  education,  special  edu- 
cation, career  counseling,  and  coordination  with  local  health  and  social  services. 

The  Department  will  continue  working  with  the  States  and  school  districts  to  en- 
sure that  these  new  provisions  provide  the  best  possible  services  for  teen  parents 
and  other  at-risk  students. 

SAFE  AND  DRUG-FREE  SCHOOLS  EVALUATION 

Senator  SPECTER.  We  are  about  to  go  back  to  welfare  reform.  We 
want  to  end  welfare  as  we  know  it.  We  do  not  seem  to  be  getting 
very  far,  and  we  get  hung  up  on  points  like  this.  Tough  talk,  but 
we  need  some  options  beyond  punitive  measures. 

Mr.  Secretary,  we  have  kept  you  here  more  than  an  hour,  and 
we  try  not  to  do  that,  but  there  are  quite  a  few  other  questions 
which  I  would  like  to  submit  to  you  for  the  record. 

We  have  some  important  questions  on  safe  and  drug-free  schools. 
There  has  been  a  significant  increase  in  illicit  drug  and  tobacco  use 
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among  youth  for  a  third  straight  year,  and  the  Department  is  in 
the  process  of  completing  an  in-depth  evaluation  of  the  effective- 
ness of  the  Safe  and  Drug-Free  School  programs.  Do  you  have  any 
insights  as  to  the  preliminary  results  on  that  important  study? 

Secretary  Riley.  No,  sir;  but  it  will  be  forthcoming  very  soon. 

Senator  Specter.  How  soon? 

Secretary  RiLEY.  In  the  fall. 

Senator  SPECTER.  When  in  the  fall? 

Secretary  Riley.  We  will  let  you  know  more  definitely,  but  this 
fall. 

Senator  Specter.  I  think  that  is  one  of  those  items  we  ought  to 
try  and  impose  a  little  sense  of  urgency  on  to  try  to  get  that  com- 
pleted. 

Now,  there  is  even  more  interest  in  tobacco  usage. 

Secretary  RiLEY.  I  agree  with  you,  and  this  fall  is  an  important 
time,  of  course,  with  school  starting. 

Senator  Specter.  Maybe  we  can  get  it  done  in  the  late  summer 
so  we  could  implement  it  for  fall. 

Secretary  RiLEY.  I  will  try  my  best. 

CHARTER  SCHOOLS 

Senator  Specter.  We  are  going  to  submit  some  questions  to  you 
in  writing  on  the  President's  Honors  Scholarship  Program,  and  on 
Education  Technology  and  Charter  Schools. 

Let  me  ask  you  about  the  Department's  Charter  Schools  Pro- 
gram, funded  at  $6  million  in  fiscal  year  1995  and  $18  million  in 
fiscal  year  1996.  Are  we  getting  our  money's  worth  from  that  pro- 
gram? 

Secretary  RiLEY.  Yes,  sir;  I  think  we  are.  We  have  now  close  to 
300  charter  schools  in  operation,  and  that  is  just  over  the  4-  or  5- 
year  period  in  which  States  have  had  charter  school  laws.  We  are 
told  by  those  who  have  studied  the  subject,  such  as  the  Education 
Commission  of  the  States,  that  the  really  important  funds  are  the 
start-up  funds  needed  for  local  school  districts  to  look  at  charter 
schools. 

Senator  SPECTER.  It  has  been  a  good  leveraging  factor. 

Secretary  RiLEY.  Yes,  sir. 

Senator  Specter.  I  compliment  you  on  that,  Mr.  Secretary. 
There  has  been  a  tremendous  push  for  alternatives  to  public  edu- 
cation. We  have  had  the  voucher  program,  which  comes  under  a  lot 
of  concern  as  to  the  constitutional  requirements,  and  taking  away 
money  from  the  public  schools,  but  the  charter  schools  can  be  done 
within  the  public  school  range  as  an  alternative  to  increased  com- 
petition, something  which  is  highly  desirable. 

Along  the  same  line,  we  provided  some  seed  money  for  privatiza- 
tion, which  has  had  sort  of  its  ups  and  downs,  and  had  some  prob- 
lems some  places  it  has  been  used. 

The  Superintendent  of  Schools  in  the  District  of  Columbia  want- 
ed to  use  it.  I  had  a  meeting  with  him  and  urged  him  to  push 
ahead  as  an  alternative.  I  think  some  of  our  big  city  school  systems 
need  some  alternative  to  what  is  going  on  now.  What  is  your  view 
as  to  how  we  might  strengthen  the  hand  of  privatization  as  an  al- 
ternative beyond  charter  schools  to  try  to  bring  some  competition 
to  the  public  school  systems  without  going  into  the  voucher  system? 
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Secretary  RiLEY.  We,  of  course,  favor  any  way  that  you  can  add 
interest  and  excitement  and  competition  within  the  pubhc  school 
systems.  The  charter  schools  are  a  very  good  example  of  that.  Mag- 
net schools  also  are  very  strong,  generally,  around  the  country  and 
serve  a  very  good  purpose. 

Public  school  choice,  schools  within  schools,  any  of  those  op- 
tions— of  course,  those  are  not  Federal  Government  decisions,  they 
are  local  decisions — but  any  of  those  options  we  think  are  worth- 
while for  local  school  people  to  be  able  to  consider. 

I  do  think  that  to  shift  funds  out  of  the  public  system  into  the 
private  system  through  a  voucher  with  no  accountability  for  the 
public  dollars  would  be  a  very  bad  system,  and  would  be  harmful 
to  public  education.  I  also  do  not  think  it  would  be  good  for  private 
or  parochial  schools. 

On  the  higher  education  level,  which  is  totally  different,  we  of 
course  handle  the  gatekeeping  of  those  programs.  We  have  had  to 
close  down  over  700  institutions  of  higher  learning — colleges  and 
university  schools — during  the  time  we  have  been  here  because 
generally  either  they  were  broke,  or  they  were  not  schools  at  all. 
It  was  not  fair  to  the  students  for  the  schools  to  stay  open.  You  can 
imagine  what  that  would  be  like  if  you  opened  that  up  to  K 
through  12  schools.  So  I  am  very  much  opposed  to  vouchers  but 
very  much  for  opening  up  public  school  systems  for  different  kinds 
of  things  like  charter  schools. 

Senator  Specter.  Competition? 

Secretary  RiLEY.  Competition  within  the  system. 

DEFAULT  RATES  AT  PROPRIETARY  SCHOOLS 

Senator  Specter.  Mr.  Secretary,  I  have  had  a  good  many  opera- 
tors of  the  proprietary  schools  raise  an  issue  with  me  about  a  level 
playing  field  and  a  so-called  double  standard. 

I  met  with  a  group  of  them  in  Philadelphia,  where  they  serve 
very  large  minority  populations,  and  their  default  rate  is  higher, 
depending  upon  the  kind  of  population  which  they  serve.  There  are 
a  number  of  concerns  that  they  raise  about  losing  their  status  be- 
cause of  the  percentage  of  default  rate,  suggesting  that  in  absolute 
dollars  much  less  than  some  of  the  other  educational  institutions, 
and  one  question  is  whether  it  would  be  appropriate  to  give  some 
regard  for  the  kind  of  student  they  have. 

A  good  many  of  them  represented  to  me  come  from  welfare,  and 
there  might  be  some  consideration  given  as  a  matter  of  public  pol- 
icy to  taking  people  off  the  welfare  roles.  We  are  trying  to  do  that 
collaterally  with  different  funds  from  different  sources,  but  is  that 
a  fair  consideration  for  proprietary  schools? 

Secretary  RiLEY.  You  put  your  finger  on  some  very  difficult  is- 
sues. Of  course,  we  have  been  mandated  by  Congress  to  strengthen 
our  attention  to  default  rates,  and  frankly  default  rates  had  gotten 
so  far  out  of  focus  that  it  was  very,  very  serious.  We  have  done  as 
we  had  been  instructed  to  do,  and  we  have  tightened  down  on 
those  rates,  and  we  brought  them  down,  as  I  indicated,  from  22 
percent  to  12  percent,  and  that  is  not  easy.  Every  inch  down  is  dif- 
ficult. 

Senator  Specter.  Would  you  like  to  have  some  new  instructions? 
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Secretary  Riley.  I  think  the  instructions  are  probably  fine,  but 
you  do  get  into  hardship  situations,  because  you  do  have  some  col- 
leges and  universities  and  proprietary  schools  that  deal  primarily 
with  poorer  students. 

Usually,  they  are  very  much  dependent  on  Pell  grants  and  on 
student  financial  aid  through  loans  or  whatever.  You  have  to  be 
very  sensitive  to  the  fact  that  billions  of  Federal  dollars  go  out  in 
those  systems,  and  we  really  do  have  to  have  very  careful 
gatekeeping  going  on,  or  you  will  see  people  take  advantage  of  that 
system. 

So  we  have  to  try  to  balance  that.  Senator.  I  would  be  glad  to 
work  with  you  on  taking  a  look  at  that  also,  but  it  is  a  complicated 
balancing  that  must  be  done.  In  my  judgment,  you  have  to  be  very 
strict  on  the  default  situation. 

Senator  Specter.  Well,  I  agree  with  you  about  being  strict  on  de- 
fault. The  question  is  whether  there  is  a  category  in  that  welfare 
area  where — we  are  over  here  working,  we  are  trjdng  to  find  ways 
to  educate  welfare  mothers,  and  at  the  same  time  you  have  these 
schools  doing  a  very  good  job  at  it,  and  they  are  closing  down,  they 
are  unable  to  do  the  job,  if  there  might  not  be  some  dotted  line 
where  that  might  pass  in  between. 

What  I  think  I  would  like  to  do,  Mr.  Secretary — we  have  kept 
you  here  a  long  time,  and  I  appreciate  your  patience — is  perhaps 
to  submit  some  questions  for  the  record,  or  maybe  even  better  than 
that,  to  ask  these  folks  to  come  visit  you.  Would  you  be  willing  to 
meet  with  a  representative  group,  which  might  be  better  than  just 
having  the  questions  sometimes  go  from  my  staff  to  your  staff? 

Secretary  RiLEY.  I  would  be  happy  to  meet  with  anybody,  as  you 
know,  any  time. 

Senator  SPECTER.  I  appreciate  that.  You  have  been  very  coopera- 
tive. I  think  of  the  old  story  about  the  information  going  from  the 
notes  of  the  professor  to  the  notes  of  the  student  without  passing 
through  the  minds  of  either.  [Laughter.] 

Sometimes  when  we  trade  information 

Secretary  RiLEY.  Which  one  of  us  is  the  professor  and  which  one 
of  us  is  the  student?  [Laughter.] 

Senator  Specter.  Mr.  Secretary,  professor,  there  is  no  doubt  as 
to  who  the  professor  is.  [Laughter.] 

Secretary  Riley,  you  have  had  a  very  distinguished  career  as  a 
Governor  of  your  State,  and  you  have  done  an  outstanding  job  as 
Secretary  of  Education.  It  is  a  very  difficult  Department,  and  we 
are  going  to  be  in  there  battling  for  you. 

I  would  like  you  to  give  some  very  intense  thought  to  what  sort 
of  programs  we  might  cut  beyond  the  House's  coming  in,  and  they 
want  60 — how  many  programs  do  they  want  cut  this  year?  It  is  a 
large  number.  Sometimes  it  is  in  flux,  and  they  are  right  about  a 
good  many  of  them,  and  we  have  to  look  for  ways  to  economize  ev- 
erjrwhere  in  Government. 

We  have  got  to  find  that  $5  billion  for  that  school  construction 
which  is  necessary,  but  I  do  not  think  it  is  going  to  come  from  the 
spectrum,  I  really  do  not.  Maybe  Secretary  Panetta  has  some  more 
money,  or  Chief  of  Staff  Panetta,  but  he  had  a  hard  time  coming 
up  with  $2.7  billion  last  year,  and  so  I  would  like  you  to  look  for 
those  offsets. 
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I  would  like  you  to  try  to  help  us  with  where  we  are  going  to 
have  other  cuts  in  the  budget  to  meet  that  balanced  budget  objec- 
tive so  that  we  can  represent  the  Secretary  of  Education  at  the 
table  when  we  meet  with  the  Appropriations  Committee  to  try  to 
get  you  the  necessary  funds  for  the  very  high  priority. 

So  we  thank  you  very  much,  Mr.  Secretary. 

Secretary  RiLEY.  I  thank  you,  Mr.  Chairman.  I  thank  you  for 
your  leadership  in  education,  which  has  always  been  there,  and  I 
appreciate  it. 

ADDITIONAL  COMMITTEE  QUESTIONS 

Senator  Specter.  Thank  you.  We  will  now  move  to  our  second 
panel. 

There  will  be  some  additional  questions  which  will  be  submitted 
for  your  response  in  the  record. 

[The  following  questions  were  not  asked  at  the  hearing,  but  were 
submitted  to  the  Department  for  response  subsequent  to  the  hear- 
ing:] 


ADDITIONAL  COMMITTEE  QUESTIONS 
ENFORCEMENT  OF  CAMPUS  SECURITY  ACT  OF  1990 

Question  On  May  24th,  I  sent  a  letter  to  you  concerning  the  Department's 
enforcement  of  the  Student  Right-to-Know  Act.  How  would  you  characterize  the 
Department's  ability  to  review  compliance  with  the  requirements  of  the  Act  and  are 
additional  resources  needed  to  improve  review  and  compliance  enforcement? 

Answer.  I  appreciate  your  concern.  I  feel  confident  about  the  adequacy  of  our 
resources  to  review  and  enforce  compliance  with  the  Student  Right-to-Know  and 
Campus  Security  Acts.  My  June  1 3  response  to  your  letter  outlines  the  actions  we  have 
taken  and  will  be  taking  to  achieve  our  mutual  goal  of  reducing  crime  on  college 
campuses    I  would  like  to  insert  a  copy  of  that  response  for  the  record 


LETTER  FROM  SECRETARY  RICHARD  RILEY 

Honorable  Arlen  Specter 

Chairman  i.—.^  in     Ttjoi; 

Subcommittee  on  Labor,  Health  and  *^""®  ■'    ^^^° 

Human  Services,  Education,  and 

Related  Agencies 
United  States  Senate 
Washington,  DC  20510-6025 

Dear  Senator  Speccer: 

I  am  happy  to  share  with  you  the  efforts  of  the  Department  of 
Education  to  reduce  crime  on  our  college  campuses.  Our  goal's  -- 
which  I  am  sure  you  Bhare  --  are  to  assist  schools  in  providing 
students  nationwide  a  safe  environment  in  which  to  learn  and  to 
keep  parents  well  informed  about  campus  security.   Those  goals 
were  advanced  by  the  Student  Right-To-Know  and  Campus  Security 
Act  of  1990. 

The  Act  requires  several  actions  by  institutions  participating  in 
Federal  student  financial  aid  programs.   Institutions  are 
required  to  provide  annual  consumer  information  eibout  crime 
statistics  and  other  types  of  information  to  their  studtnts  and 
employees.   The  Act  requires  the  Department  to  publish  and 
disseminate  promising  campus  security  practices,  and  to  report  to 
the  Congress  on  Campus  Crime  Statistics.   The  Promising  Practices 
publication  was  completed  in  1994,  and  I  have  included  a  copy  for 
your  information.   Data  collection  for  the  campus  crime 
statistics  report  has  begun,  and  the  report  should  be  delivered 
to  Congress  by  the  end  of  this  year. 

The  Department  first  notified  schools  about  the  law  in  March  of 
1991,  four  months  after  enactment.   This  letter  informed  schools 
about  the  requirement  that  they  begin  collecting  statistics  in 
August,  1991,  allowing  adequate  time  to  put  the  collection 
mechanisms  in  place.   A  second,  more  detailed  notice,  was  sent  in 
August,  1991.   This  second  notice  informed  schools  how  to  comply 
with  the  law  until  the  publication  of  the  final  regulations.   The 
law  was  amended  three  times  in  subsequent  years  and  final 
regulations  were  published  in  April,  1994,  with  technical 
amendments  published  in  June,  1995.  A  new  Dear  Colleague  Letter 
discussing  the  final  regulations  was  completed  in  the  last  week 
of  May,  1996  and  is  being  sent  to  schools.   I  believe  this  letter 
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will  help  clear  up  some  "confuaion  about  the  Implementation  of  the 
Act.   The  letter  also  discusses  how  schools  can  obtain  technical 
assistance  in  administering  the  Act,  and  Department  procedures 
for  receiving  and  processing  consumer  complaints  of 
noncompliance. 

I  share  your  concern  that  colleges  may  be  avoiding  compliance 
with  the  Campus  Security  Act  by  not  classifying  certain  acts  as 
crimes,  especially  in  the  area  of  sexual  assault.  The  Act 
requires  institutions  to  employ  the  definitions  used  in  the 
Uniform  Crime  Reporting  system  of  the  Department  of  Justice. 
Institutions  using  other  definitions  are  not  in  compliance  with 
the  law  and  are  subject  to  sanctions.  Where  we  receive  credible 
reports  that  schools  are  using  an  internal  system  that  seems  to 
be  designed  to  avoid  compliance,  those  schools  will  be  subject  to 
further  investigation  by  the  Department  and  possible  sanctions. 

We  are  aware  that  there  is  some  confusion  regarding  disclosures 
required  under  the  Campus  Security  Act  and  the  prohibitions 
against  disclosure  of  individual  education  records  contained  in 
the  Family  Educational  .Sights  Aiid  Privacy  Act  (FERPA) ,  also  known 
as  the  Buckley  Amendment.  However,  FERPA  is  not  a  barrier  to 
complying  with  the  disclosure  requirements  of  the  Campus  Security 
Act.  Our  new  Dear  Colleague  Letter,  to  which  I  referred  above, 
will  clarify  this  issue  for  schools. 

We  are  working  with  the  postsecondary  community  to  ensure  that 
the  Campus  Security  Act  is  fully  implemented  by  postsecondary 
institutions.  We  have  focused  on  collaborative  efforts  to  bring 
schools  into  compliance  with  the  law.   When  we  find  schools  that 
have  intentionally  or  flagrantly  violated  the  law,  or  are 
unwilling  to  come  into  compliance,  we  will  impose  sanctions 
against  those  schools.  The  type  of  sanction  depends  on  the 
severity  of  the  violations;  possible  sanctions  include  the 
assessment  of  fines,  and,  in  the  case  of  a  very  severe  violation, 
the  limitation,  suspension  or  termination  of  the  institution's 
participation  in  the  Title  IV,  HEA  programs.   In  addition, 
initial  findings  by  the  Office  of  Postsecondary  Education  will  be 
referred  to  other  offices  or  agencies  for  further  action  when 
appropriate,  including  the  Office  for  Civil  Rights,  the  Inspector 
General,  and  the  Justice  Department. 

I  appreciate  your  concern  about  the  adequacy  of  our  resources  to 
improve  review  auid  compliance  enforcement.  However,  we  feel 
confident  in  our  ability  to  enforce  the  letter  and  spirit  of  the 
Campus  Security  Act  without  additional  resources. 

I  have  included  a  copy  of  testimony  the  Department  gave  at  a 
hearing  before  the  House  Subcommittee  on  Postsecondary  Education, 
Training  and  Life-Long  Learning  on  June  6,  1996.   This  testimony 
and  the  Dear  Colleague  Letter  will  provide  you  with  more  detailed 
information  about  the  Department's  efforts  to  enforce  the  Campus 
Security  Act. 

We  are  engaged  In  a  serious  effort  to  use  the  Act  to  make  college 
campuses  safer  and  more  conducive  to  leeuming.   I  feel  strongly 
that  students  nationwide  must  have  a  safe  environment  in  which  to 
learn.  Our  hard  work  In  in^lementing  the  Campus  Security  Act  is 
consistent  with  the  Tresident's  vision,  and  the  National 
Education  Goals  specified  by  the  Nation's  Governors.   I 
appreciate  your  personal  interest  and  support  in  this  important 
endeavor . 

Yours  sincerely, 
t 


Richard  W.  Rile^A 
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LOS  ANGELES  EDUCATIONAL  ALLIANCE  FOR  RESTRUCTURING  NOW 

Question.  I  recently  met  with  the  Mayor  of  Los  Angeles,  Richard  Riordan,  to 
discuss  the  Los  Angeles  Educational  Alliance  for  Restructuring  Now  (LEARN)  project. 
LEARN  is  a  very  impressive  comprehensive  school  reform  initiative  that  includes 
school-based  management  and  intensive  professional  development  as  well  as  an 
emphasis  on  education  technology  and  school-to-work  transition.  While  LEARN  has 
largely  been  financed  privately,  it  now  is  poised  for  significant  expansion.  The 
professional  development  component  of  the  initiative  alone  costs  more  that  $3,000  per 
participant.  What  Federal  programs  could  provide  assistance  to  the  LEARN  project  in 
its  expansion  efforts? 

Answer.  There  are  several  possibilities.  First  of  all,  the  Los  Angeles  school 
district  has  received  $4.5  million  from  the  State  of  California  in  Goals  2000  funds  to 
support  the  LEARN  project.  Another  good  possibility  is  that  Los  Angeles  could  apply 
to  the  State  for  technology  funds  under  Title  III  of  Elementary  and  Secondary  Education 
Act  (ESEA).  The  availability  of  these  funds  depends  on  whether  the  Congress 
appropriates  funds  for  the  President's  Technology  Literacy  Challenge  Fund  and  if 
technology  activities  are  included  in  the  LEARN  project. 

Finally,  Los  Angeles  could  use  funds  it  receives  directly  under  other  Department 
programs  for  appropriate  LEARN  activities.  Examples  of  programs  that  could  probably 
be  used  are  Titles  1  and  II  of  ESEA,  bilingual  education,  and  vocational  education. 


NON-FEDERAL  AUDITS  OF  DEPARTMENT  PROGRAMS 

Question.  I  sent  a  letter  to  you  on  March  25,  1996,  that  posed  a  variety  of 
questions  concerning  program  monitoring,  evaluation,  and  administrative  costs.  I  have 
a  question  stemming  from  your  reply.  Concerning  program  monitoring,  you  explained 
that  financial  audits  and  monitoring  reviews  are  conducted  on  an  annual  basis.  To  what 
extent  do  these  financial  audits  and  monitoring  reviews  uncover  instances  of  waste, 
fraud,  or  abuse  and  what  actions  has  the  Department  taken  to  remedy  such  problems? 

Answer.  Financial  and  compliance  audits  of  Department  of  Education  (ED) 
programs  and  activities  carried  out  by  recipients  of  ED  funds  are  generally  conducted 
on  a  annual  basis,  primarily  by  independent  non-Federal  auditors.  These  non-Federal 
audits  help  to  provide  assurance  that  our  recipients  have  adequate  controls  in  place  to 
protect  Federal  funds  and  to  detect  instances  of  non-compliance  with  Federal  laws, 
regulations  and  guidelines.  Occasionally,  these  non-Federal  audits  identify  alleged 
fraud  which  then  is  referred  to  ED's  Office  of  Inspector  General  for  investigation. 

Our  non-Federal  audits  do  not  classify  monetary  findings  of  non-compliance  as 
fraud,  waste,  or  abuse.  Rather,  these  findings  are  classified  as  questioned  costs  and 
unsupported  costs.  Questioned  costs  are  expenditures  of  funds  which  the  auditor 
questions  because  of: 
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•  An  alleged  violation  of  a  provision  of  a  law,  regulation,  contract,  grant, 
cooperative  agreement  or  other  agreement  or  document  governing  the 
expenditure  of  funds;  or 

•  A  finding  that  the  expenditure  of  funds  for  the  intended  purpose  is 
unnecessary  or  unreasonable. 

An  unsupported  cost  is  a  cost  that  is  questioned  by  the  auditor  because,  at  the 
time  of  the  audit,  such  cost  was  not  supported  by  adequate  documentation. 

Non-Federal  audits  are  issued  to  the  appropriate  ED  officials  who  are  responsible 
for  resolving  the  audit  findings.  During  fiscal  year  (FY)  1994,  the  Department  resolved 
1,589  non-Federal  audit  reports  with  findings  of  possible  non-compliance.  These 
reports  cited  $68  million  in  questioned  costs  and  $44.2  million  in  unsupported  costs  for 
a  total  of  $1 12.2  million  dollars  in  questioned  and  unsupported  costs.  In  resolving  these 
non-Federal  audits,  ED  officials  sustained  (i.e.,  requested  repayment  of)  27  percent  or 
$18.5  million  of  the  questioned  costs,  and  sustained  26  percent  or  $1 1.5  million  of  the 
unsupported  costs,  for  a  total  of  $30  million. 

During  fiscal  year  1995,  the  Department  resolved  699  non-Federal  audit  reports 
with  findings  of  possible  non-compliance.  These  reports  cited  $36  million  in  questioned 
costs  and  $26.6  million  dollars  in  unsupported  costs  for  a  total  of  $62.6  million  in 
questioned  and  unsupported  costs.  In  resolving  these  non-Federal  audits,  ED  officials 
sustained  46  percent  or  $16.5  million  of  the  questioned  costs,  and  sustained  18  percent 
or  $4.8  million  of  the  unsupported  costs  for  a  total  of  $2 1.3  million. 

In  addition  to  requesting  that  ED  recipients  repay  $30  million  in  FY  1994,  and 
$21.3  million  in  FY  1995  for  misexpenditures  of  Federal  funds,  the  Department  also 
required  recipients  with  resolved  findings  of  non-compliance  to  develop  and  carry  out 
corrective  action  plans  to  remedy  the  problems  that  led  to  the  non-compliance. 

FEDERAL  PROGRAM  REVIEWS  AND  COMPLIANCE  AUDITS 

In  the  area  of  program  monitoring,  the  Office  of  Postsecondary  Education 
(OPE),  conducts  both  program  reviews,  a  form  of  program  monitoring,  and  compliance 
audits  of  postsecondary  institutions  participating  in  Title  IV  programs.  Although  the 
majority  of  compliance  audits  do  not  indicate  fraud,  they  are  a  deterrent  because 
institutions  realize  that  they  are  required  to  submit  audits  annually.  When  there  are 
indications  of  fraud,  the  school  is  referred  to  the  Department's  Office  of  Inspector 
General  for  appropriate  administrative  action.  If  a  compliance  audit  reveals  significant 
problems  in  an  institution's  administration  of  the  Title  IV  programs,  but  not  necessarily 
fraud,  the  school  is  also  referred  for  administrative  action,  i.e.  limitation  (limiting  the 
participation  of  an  institution  by  such  measurements  as  number  of  students  or 
programs),  suspension,  termination  from  one  or  more  of  the  programs,  and  fines.  In 
addition,  an  institution's  funding  can  be  monitored  more  closely  by  placing  the 
institution  on  the  reimbursement  system  of  payment. 
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During  fiscal  year  1995,  compliance  audits  resulted  in  59  terminations  and  fines 
totaling  $3  million  and  29  referrals  for  failure  to  submit  audits  timely  or  for  serious  audit 
findings.  In  fiscal  year  1996,  31  referrals  have  already  been  made.  The  Department 
conducted  865  Title  IV  program  reviews  at  postsecondary  institutions  in  fiscal  year 
1995,  assessing  a  total  of  $189  million  in  liabilities,  or  repayments. 

A  primary  function  of  program  monitoring  for  other  Department  programs  is  to 
uncover  problems  during  the  project  period  in  order  to  remedy  potential  waste,  fraud 
and  abuse  problems  before  they  become  auditable  findings.  Monitoring  varies 
according  to  the  type  and  size  of  the  award.  The  Department's  Office  of  Elementary  and 
Secondary  Education,  for  example,  carries  out  annual  integrated  monitoring  reviews  for 
each  state.  The  reviews  are  aimed  at  determining  how  States  and  school  districts  are 
using  I'cderal  funds,  providing  guidance  on  how  Federal  programs  can  support  State  and 
local  reforms,  and  ensuring  compliance  with  Federal  program  requirements.  The 
Department's  Office  of  Special  Education  helps  States  comply  with  the  Individuals 
with  Disabilities  Education  Act  through  technical  assistance  reviews  of  State  policy  and 
technical  assistance  documents,  review  and  approval  of  State  plans,  and  on-site 
monitoring  visits.  In  addition,  follow-up  visits  to  selected  States  are  made  to  determine 
if  they  have  effectively  implemented  required  corrective  actions. 


GOALS  2000  -  IMPACT  ON  EDUCATION  REFORM 

Question.  What  evidence  is  there  that  the  Goals  2000  program  has  supported 
education  reform  activities  that  would  not  otherwise  have  been  supported  with  State, 
local,  and  private  funds? 

Answer.  While  setting  standards  and  developing  assessments  is  clearly  a  State 
responsibility,  the  Federal  Government  has  an  important  role  to  play  in  assisting  this 
process.  For  example,  since  1 992  (starting  with  the  Bush  Administration  and  continued 
by  the  Clinton  Administration)  the  Department  of  Education  has  provided  $56  million 
to  33  States  to  support  the  development  of  academic  standards,  curriculum  frameworks, 
and  assessments.  Many  States  would  not  have  made  the  progress  they  have  without  this 
assistance. 

Goals  2000  is  helping  to  provide  the  resources  for  States  to  develop  standards 
and  to  carry  out  their  comprehensive  reform  plans  for  enabling  students  to  meet  these 
standards.  It  is  designed  to  enable  States  to  carry  out  their  own  reforms — faster,  on 
more  schools,  and  with  greater  parental  and  community  involvement  than  they  have 
been  able  to  do  on  their  own. 


Question.  What  impact  has  Goals  2000  had  on  education  reform  at  the  State  and 
local  levels? 

Answer.  In  the  past  few  years,  many  people  have  become  concerned  that  the 
pace  of  education  reform  has  been  too  slow.  At  the  March  1 996  National  Education 
Summit  in  New  York,  the  Governors  and  business  leaders  attending  cited  the  "urgent 
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need  for  schools  to  improve  and  for  student  achievement  to  rise."  While  agreeing  that 
some  progress  has  been  made,  the  Governors  and  business  leaders  called  for  "substantial 
and  focused  efforts.. .to  significantly  accelerate  student  performance..."  and  affirmed  that 
"efforts  to  set  clear,  common.  State  and/or  community-based  academic  standards  for 
students. ..are  necessary  to  improve  student  performance."  At  the  recent  National 
Governor's  Association  meeting  the  Governors  endorsed  Goals  2000  as  an  example  of 
supportive  Federal  programs  that  are  important  for  education  reform  in  the  States. 

Goals  2000  has  been  welcomed  as  an  essential  source  of  support  for  State  and 
local  school  improvement  efforts.  Participating  States  have  received  requests  from  local 
school  districts  ready  to  develop  reform  strategies  that  far  exceed  available  dollars.  In 
Pennsylvania,  for  example.  181  districts  requested  $13.3  million;  Pennsylvania  had 
available  only  $2.2  million,  which  went  to  58  of  those  districts.  In  Maryland,  the  State 
Superintendent  has  said:  "Goals  2000  funds  have  helped  us  to  make  significant  strides 
in  a  shorter  period  of  time.  In  the  past  two  years,  test  scores  on  State  math  and  reading 
tests  have  risen  25  percent." 


TEENAGE  MOTHERS,  WELFARE,  AND  SCHOOL  COMPLETION 

Question.  In  his  weekly  radio  broadcast  from  the  White  House  on  May  4,  the 
President  announced  executive  actions  to  force  States  to  end  welfare  to  teenage  parents 
who  refuse  to  finish  school  or  to  live  with  a  responsible  adult.  Please  elaborate  on  these 
actions.  How  many  teenage  mothers  currently  are  out  of  school  but  have  not  graduated? 

Answer.  Completing  school  is  essential  for  young  people  today,  and  all  of  our 
programs  and  policies  must  support  this  goal.  Having  a  baby  means  dropping  out  of 
school  for  80  percent  of  teenage  mothers,  and  only  56  percent  finally  graduate  from  high 
school.  Staying  in  school  helps  young  mothers  be  better  prepared  for  work,  for  further  ■ 
education,  and  for  helping  their  children  with  their  educations. 

In  1 994.  300,000  teen  mothers  under  age  1 9  were  receiving  Aid  to  Families  with 
Dependent  Children  (AFDC),  and  about  75  percent  of  them  had  not  completed  high 
school.  While  we  do  not  know  how  many  of  these  young  women  were  high  school 
dropouts,  as  opposed  to  how  many  might  have  left  school  to  have  their  baby  but  later 
return  to  continue  their  high  school  studies.  We  do  know  that  childbearing  is  a  major 
cause  of  young  women  dropping  out  of  school. 


Question.  What  impact  will  these  actions  have  on  the  number  of  teenage 
mothers  that  will  reenter  school? 

Answer.  Each  year,  about  183,000  young  women  drop  out  of  high  school,  and 
just  over  half  of  the  girls  who  drop  out  of  school  have  a  child  or  are  expecting  one.  It 
is  reasonable  to  assume  that  many  of  the  young  women  with  children  on  AFDC  are  high 
school  dropouts.  We  do  not  know  how  many  of  them  will  reenter  school.  However, 
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these  young  women  do  not  constitute  a  large  portion  of  the  school  population,  and  most 
schools  and  communities  should  be  able  to  provide  services  to  them  without  undue 
burden. 


Question.  To  what  extent  are  schools  already  serving  teenage  mothers  with  day 


Answer  Many  communities  are  already  providing  special  programs  to  keep 
young  mothers  in  school.  A  recent  GAO  report  found  that  communities  are  responding 
to  the  growth  in  the  numbers  of  teenage  mothers  by  creating  a  variety  of  services  to  help 
them  achieve  economic  self-sufficiency.  The  approaches  of  the  communities  varied,  but 
all  of  the  programs  that  successfully  increased  high  school  completion  rates  actively 
monitored  school  attendance  and  provided  access  to  child  care  and  transportation. 

Question.  To  what  extent  are  schools  prepared  to  accommodate  an  influx  of 
teenage  mothers'' 

Answer  Given  that  successful  programs  exist,  including  those  that  provide 
child  care,  and  given  the  modest  numbers  of  young  mothers  who  would  be  included  in 
the  programs,  we  do  not  believe  that  this  proposal  will  place  an  undue  burden  on  the 
typical  school  district. 


STUDY  OF  SAFE  AND  DRUG-FREE  SCHOOLS  PROGRAMS 

Question  There  has  been  significant  increases  in  illicit  drug  and  tobacco  use 
among  youth  for  the  third  straight  year.  The  Department  is  in  the  process  of  completing 
an  in-depth  evaluation  of  the  effectiveness  of  the  Safe  and  Drug-Free  Schools  program. 
What  are  the  preliminary  results  of  the  study? 

Answer.  Preliminary  results  are  not  yet  available.  We  expect  to  release  a  final 
report  by  the  end  of  the  year,  and  will  be  happy  to  provide  a  briefing  for  you  and  your 
stafT  at  that  time  if  you  desire.  This  study  is  an  evaluation  of  the  former  Drug-Free 
Schools  and  Communities  program,  not  of  the  current  Safe  and  Drug-Free  Schools  and 
Communities  program,  so  it  will  not  address  violence  prevention  or  school  safety  issues. 
Also,  please  note  that  recent  increases  in  drug  use  have  been  fueled  primarily  by 
increases  in  the  use  of  marijuana;  use  of  other  illicit  drugs,  and  of  alcohol  and  tobacco, 
have  remained  fairly  steady. 


Question  How  will  the  Department  use  the  results  of  this  study  to  encourage 
States  and  localities  to  better  target  funds  to  address  student's  perceptions  about  the 
dangers  of  drug  use? 

Answer.  As  in  the  past,  we  will  provide  technical  assistance  (which  may  include 
supporting  the  development  of  model  programs,  providing  training,  and  disseminating 
evaluation  findings  and  other  information  on  "what  works")  in  addition  to  monitoring 
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of  grantees  to  encourage  the  effective  use  of  funds.  Your  question  acknowledges  that 
there  is  a  strong  correlation  between  the  prevalence  of  drug  use  and  the  misperception 
by  a  large  number  of  youth  that  drug  use  is  not  harmful.  Since  the  study  has  collected 
information  from  almost  10.000  students,  it  should  provide  valuable  insights  into 
student  behavior  and  attitudes  about  drug  use  We  intend  to  use  those  insights  to 
improve  the  focus  of  our  monitoring,  technical  assistance,  and  other  leadership  activities 
that  convey  recommendations  to  States  and  school  districts  on  how  drug  prevention 
programs  can  be  implemented  more  effectively  However,  how  the  funds  are  actually 
used  is  a  matter  of  State  and  local  discretion  and  not  a  decision  of  the  U.S.  Department 
of  Education 


PRESIDENTIAL  HONORS  SCHOLARSHIPS 

Question.  What  details  are  available  on  your  proposal  for  Presidential  Honors 
Scholarships  that  would  provide  one-year,  $1,000  scholarships  to  the  "top  5  percent" 
of  high  school  graduates? 

Answer.  The  Presidential  Honors  Scholarship  program  is  designed  to  encourage 
high  academic  performance  in  public  and  private  secondary  schools  by  recognizing  and 
rewarding  the  achievements  of  all  students  graduating  in  the  top  5  percent  of  every  high 
school  in  the  Nation.  The  legislation  for  the  Presidential  Honors  Scholarship  program 
will  be  sent  to  Congress  shortly. 


Question.  How  will  the  "top  5  percent"  of  graduates  be  selected? 

Answer.  High  schools  would  make  available  to  all  students  and  parents 
information  on  Presidential  Honors  Scholarships  at  the  beginning  of  each  academic 
year  High  schools  would  select  as  Presidential  Honors  Scholarship  recipients  those 
students  who,  based  on  the  high  school's  own  criteria  of  academic  achievement,  rank 
in  the  top  five  percent  of  their  graduating  class. 


Question.    Would  these  scholarships  go  to  students  totally  without  regard  to 
financial  need,  including  those  from  wealthy  families? 

Answer     The  scholarships  would  be  available  to  all  students  based  on  their 
academic  performance 


Question.  Would  the  eligibility  of  financially  needy  students  for  existing  forms 
of  aid,  such  as  Pell  Grants,  be  reduced  if  they  receive  a  Presidential  Honors 
Scholarship*^ 

Answer.  No,  eligibility  for  aid  would  not  be  reduced  for  students  receiving 
Presidential  Honors  Scholarships. 
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Question  Do  you  expect  such  one-time  scholarships,  of  an  amount  that  is  only 
a  fraction  of  the  cost  of  attending  the  least  expensive  of  postsecondary  educational 
institutions,  to  provide  a  significant  motivational  incentive  to  students? 

Answer  We  expect  that  the  Presidential  Honors  Scholarship  program  would 
motivate  high  school  students  to  work  hard  and  excel  in  their  studies.  It  will  show  them 
that  they  will  be  rewarded  for  their  efforts  with  tangible  resources  to  pursue 
postsecondary  study  Presidential  Honors  Scholarships,  of  an  amount  up  to  $1,000, 
would  be  an  important  resource  for  students  in  their  effort  to  meet  their  postsecondary 
education  costs  -  regardless  of  the  postsecondary  institution  where  they  enroll. 


NEW  EDUCATIONAL  TECHNOLOGY  INITIATIVE 

Question.  The  budget  request  for  the  Department  includes  $250  million  for  a 
new  Technology  Literacy  Challenge  Fund  that  would,  among  other  things,  help 
classrooms  get  connected  to  the  Internet.  Yet,  our  understanding  of  current  Federal 
spending  on  technology  and  its  effectiveness  is  weak  and  our  knowledge  of  how  to 
properly  use  technology  to  improve  instruction  is  incomplete.  Given  this  situation,  how 
can  you  justify  such  a  costly  new  initiative? 

Answer  We  know  that  many  local  districts  have  chosen  to  invest  some  Federal 
(and  State  and  local)  funds  in  technology  for  classroom  use  because  they  believe  it  to 
be  effective  in  meeting  the  objectives  of  the  Federal  programs.  We  also  know  that 
studies  show  that  technology  can  be  effective  in  a  broad  range  of  instructional  settings. 
The  RAND  Corporation's  Critical  Technologies  Institute  concluded  in  1996  that 
"extensive  use  of  technology  in  schools  has  the  potential  to  promote  significant  school 
restructuring  and  expand  the  time  and  motivation  for  student  learning."  This  finding  fits 
well  with  the  purposes  of  major  Federal  education  programs  such  as  Title  I  and  Goals 
2000. 

Furthermore,  we  know  what  successful  existing  educational  technology 
programs  look  like,  how  teachers  can  be  prepared  to  use  technology  effectively,  and 
what  greater  access  to  resources  technology  can  provide  to  students.  A  number  of 
districts  have  begun  to  use  technology  on  a  large  scale,  and  these  and  the  current  Local 
Innovation  Challenge  Fund  grantees  are  demonstrating  how  effective  the  intensive  use 
of  technology  in  instruction  can  be.  More  pioneering  districts  will  certainly  join  them. 

Our  proposal  for  the  Technology  Literacy  Challenge  Fund  would  challenge 
States,  local  districts,  and  private  industry  to  train  all  teachers  in  the  use  of  technology; 
equip  all  classrooms  with  modern  computers;  connect  all  classrooms  to  the  information 
superhighway;  and  make  effective  and  engaging  software  and  online  services  part  of 
every  school  curriculum.  Without  the  incentive  of  Federal  funding  to  focus  State,  local, 
and  private  efforts,  the  benefits  of  educational  technology  will  accrue  first  to  those 
students  in  more  affluent  districts  that  can  afford  wide  use  of  technology  on  their  own, 
with  students  in  less  fortunate  districts  benefiting  later,  if  at  all 
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CHARTER  SCHOOLS 


Question  The  Department's  Charter  Schools  Grant  program  was  funded  at 
$6  million  in  fiscal  year  1995  and  $18  million  in  fiscal  year  1996.  How  will  the 
program  expand  under  this  increased  funding  level? 

Answer.  In  addition  to  making  continuation  awards  to  the  10  States  and 
2  schools  that  received  funding  in  fiscal  year  1995,  the  Department  is  conducting  a  new 
grant  competition  with  fiscal  year  1996  fijnds.  Applications  are  due  on  August  16. 
With  the  recent  and  significant  growth  in  the  number  of  States  with  charter  schools  laws 
-  25  States  and  the  District  of  Columbia  now  have  charter  schools  legislation,  about 
double  the  number  of  a  year  ago  --  we  expect  to  receive  many  applications  from  new 
States  as  well  as  requests  for  funding  supplements  from  the  fiscal  year  1995  grantees. 

Question.  How  many  States  and  how  many  schools  are  currently  participating 
in  the  program? 

Answer  In  fiscal  year  1995,  the  first  year  of  funding  for  the  Charter  Schools 
program,  the  Department  awarded  grants  to  10  State  educational  agencies  (SEAs)  and 
2  schools  in  New  Mexico.  The  following  SEAs  received  awards:  Arizona,  California, 
Colorado,  Georgia,  Louisiana,  Massachusetts,  Michigan,  Minnesota,  Oregon,  and 
Texas  At  the  time  they  submitted  their  initial  applications  to  the  Department,  these 
States  estimated  making  subgrants  to  about  200  charter  schools  with  first-year  funding. 


SCHOOL-TO-VVORK  IN  PHILADELPHIA 

Question  I  understand  the  School  District  of  Philadelphia  has  some  exciting 
plans  for  enhancing  their  school-to-careers  system.  In  addition  to  their  School-to- Work 
grant  through  the  State  of  Pennsylvania,  what  other  sources  of  Federal  funding  might 
the  school  district  seek  to  expand  their  efforts? 

Answer.  Staff  from  our  School-to-Work  office  have  visited  Philadelphia's 
program,  and  have  encouraged  them  to  be  creative  about  using  other  Federal  and  State 
funds  in  a  comprehensive  approach  to  developing  the  Philadelphia  school-to-careers 
system 

The  first  thing  Philadelphia  should  consider  is  drawing,  where  appropriate,  on 
such  sources  of  funding  as  Goals  2000,  Title  I,  Title  II,  and  the  Labor  Department's  Job 
Training  Partnership  Act.  In  addition  to  these  formula  grant  programs,  there  may  be 
opportunities  for  discretionary  grant  fijnding.  For  example,  Philadelphia  has  applied 
for  funds  under  the  School-to-Work  Urban/Rural  Opportunity  Grants  program.  This  is 
a  program  that  provides  funds  directly  to  local  communities  that  have  high  levels  of 
poverty.  The  competition  has  just  closed,  and  we  expect  to  announce  the  selections 
within  the  next  month. 

Another  possibility  might  be  our  proposed  Technology  Literacy  Challenge  Fund 
The  Fund  is  intended  to  encourage  State,  local,  and  private-sector  support  for  the 
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integration  of  technology  into  classrooms,  consistent  with  State  plans.  Philadelphia 
would  apply  to  the  State  for  these  funds,  which  are  to  be  awarded  competitively  Many 
school-to-work  activities  would  benefit  from  improved  classroom  access  to  technology 
and  telecommunications. 


EDUCATION  AND  LABOR'S  JOINT  ADMINISTRATION  OF 
SCHOOL-TO-WORK 

Question.  As  you  know,  proposed  legislation  to  consolidate  Federal 
employment  and  training  programs  would  require  close  cooperation  between,  and  joint 
administration  by,  the  Departments  of  Education  and  Labor.  Are  there  lessons  from  the 
joint  administration  of  School-to-Work  by  the  two  Departments  that  could  be  applied 
to  the  larger  scale  joint  administration  that  proposed  consolidation  legislation  would 
require';' 

Answer.  Yes,  we  have  learned  a  great  deal  during  the  two  years  that  we  have 
had  joint  administration  responsibilities  for  School-to-Work.  One  lesson  has  been  the 
importance  of  having  all  School-to-Work  staff  located  in  the  same  office,  even  though 
they  are  technically  employed  by  two  different  Departments  Another  has  been  the 
importance  of  adding  temporary  staff  from  organizations  and  agencies  outside  the 
Federal  Government  Through  the  use  of  Intergovernmental  Personnel  Agreements,  we 
have  been  fortunate  to  have  staff  from  State  governments,  community-based 
organizations.  Private  Industry  Councils,  and  community  colleges.  The  presence  of 
these  persons  in  the  office  has  brought  a  very  important  "reality  check"  to  the  initiative, 
from  which  our  grantees  greatly  benefit  Other  areas  that  need  attention  if  things  are  to 
run  smoothly  in  a  jointly  administered  initiative  are  the  sometimes  different  rules  and 
practices  in  each  Department  in  such  areas  as  grants  and  contracts  management, 
regulatory  and  legislative  authorities,  personnel,  and  budget  and  spending  authorities. 


INTERAGENCY  COORDINATION  FOR  SERVING  AT-RISK  YOUTH 

Question.  In  neighborhoods  of  concentrated  poverty,  youth  face  multiple  and 
interrelated  problems  that  develop  over  time  and  do  not  fit  neatly  within  the  jurisdiction 
of  one  agency  or  another.  Yet  the  Federal  Government  often  takes  a  piecemeal 
approach  to  the  problems  faced  by  youth,  often  targeting  one  problem  behavior,  such 
as  drug  abuse  or  teenage  pregnancy.  Recently,  the  GAO  identified  131  Federal 
programs,  administered  by  16  different  departments  and  agencies,  that  may  be  used  to 
benefit  at-risk  or  delinquent  youth. 

To  what  extent  is  the  Department  of  Education  involved  in  administering 
programs  that  serve  at-risk  youth  that  are  coordinated  with  the  Departments  of  Labor, 
Health  and  Human  Services,  and/or  Justice?  Please  identify  these  programs  and  specify 
whether  they  are  administered  under  a  memorandum  of  understanding  (MOU);  also 
include  copies  of  all  relevant  MOUs. 

Answer  The  Department  works  closely  with  the  Office  of  National  Drug 
Control  Policy,  the  President's  Crime  Prevention  Council,  and  the  Coordinating  Council 
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on  Juvenile  Justice  and  Delinquency  Prevention  to  coordinate  its  drug  and  violence 
prevention  programs  with  other  Federal  agencies.  The  Department  also  works  directly 
with  the  Departments  of  Labor,  Health  and  Human  Services,  Justice,  and  other  agencies 
to  coordinate  Federal  programs  that  serve  at-risk  youth 

For  example,  the  Title  I  Neglected  and  Delinquent  (N  &  D)  program  provides 
financial  assistance  to  State  educational  agencies  for  education  services  to  neglected  and 
delinquent  children  and  youth  under  21  in  State-run  institutions  for  juveniles  and  in 
adult  correctional  institutions  There  are  no  formal  agreements  at  the  Federal  level  for 
this  purpose  However,  a  Memorandum  of  Understanding  is  being  drafted  between  the 
Departments  Office  of  Correctional  Education  and  the  Justice  Department's  Office  of 
Juvenile  Justice  and  Delinquency  Prevention  to  develop  a  Census  of  Residential 
Juvenile  Justice  Facilities  in  order  to  provide  background  on  the  juvenile  delinquent 
population  that  would  be  useful  to  the  N  &  D  program. 

Under  the  Title  I  Neglected  and  Delinquent  State  agency  program.  State 
agencies  that  receive  program  fijnds  are  required  to  coordinate  their  Neglected  and 
Delinquent  efforts  with  other  appropriate  State  and  Federal  programs,  such  as  programs 
under  the  Job  Training  Partnership  Act,  vocational  education  programs.  State  and  local 
dropout  prevention  programs,  and  education  programs  operated  under  the  Juvenile 
Justice  and  Delinquency  Prevention  Act  of  1974  or  other  comparable  programs,  if 
applicable.  These  same  requirements  apply  to  the  Title  I  Neglected  and  Delinquent 
local  agency  program 

MEMORANDA  OF  UNDERSTANDING 

Safe  and  Drug-Free  Schools  and  Communities  National  Programs  support  a 
number  of  interagency  efforts  in  drug  and  violence  prevention  that  primarily  or 
substantially  benefit  at-risk  youth.  Interagency  efforts  administered  under  a 
memorandum  of  understanding  (copies  of  which  have  been  provided  to  the  Committee) 
include  the  following: 

•  Providing  copies  of  all  of  the  Department's  drug  prevention  videotapes 
to  the  National  Audiovisual  Center,  part  of  the  Commerce  Department, 
for  national  dissemination. 

•  In  partnership  with  the  National  Institute  of  Justice  (Department  of 
Justice),  supporting  Project  SMART,  a  program  designed  to  help  school 
administrators  collect  and  analyze  data  about  drug,  crime,  and  discipline 
violations  in  their  schools. 

•  In  collaboration  with  the  Office  of  Victims  of  Crime  (Department  of 
Justice),  implementing  an  initiative  designed  to  expand  and  enhance  the 
capacity  of  schools  and  their  communities  to  respond  effectively  and 
quickly  to  violence-related  crises  that  victimize  and  traumatize  students 
and  threaten  the  learning  environment.  Activities  include  development 
of  a  training  curriculum  and  manual  to  assist  school  administrators  in 
responding  to  violent  incidents  in  the  school  and  community 
environment,  and  implementation  of  five  regional  training  sessions  for 
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on  Juvenile  Justice  and  Delinquency  Prevention  to  coordinate  its  drug  and  violence 
prevention  programs  with  other  Federal  agencies.  The  Department  also  works  directly 
with  the  Departments  of  Labor,  Health  and  Human  Services,  Justice,  and  other  agencies 
to  coordinate  Federal  programs  that  serve  at-risk  youth. 

For  example,  the  Title  I  Neglected  and  Delinquent  (N  &  D)  program  provides 
financial  assistance  to  State  educational  agencies  for  education  services  to  neglected  and 
delinquent  children  and  youth  under  21  in  State-run  institutions  for  juveniles  and  in 
adult  correctional  institutions.  There  are  no  formal  agreements  at  the  Federal  level  for 
this  purpose.  However,  a  Memorandum  of  Understanding  is  being  drafted  between  the 
Department's  Office  of  Correctional  Education  and  the  Justice  Department's  Office  of 
Juvenile  Justice  and  Delinquency  Prevention  to  develop  a  Census  of  Residential 
Juvenile  Justice  Facilities  in  order  to  provide  background  on  the  juvenile  delinquent 
population  that  would  be  useful  to  the  N  &  D  program 

Under  the  Title  I  Neglected  and  Delinquent  State  agency  program,  State 
agencies  that  receive  program  flinds  are  required  to  coordinate  their  Neglected  and 
Delinquent  efforts  with  other  appropriate  State  and  Federal  programs,  such  as  programs 
under  the  Job  Training  Partnership  Act,  vocational  education  programs.  State  and  local 
dropout  prevention  programs,  and  education  programs  operated  under  the  Juvenile 
Justice  and  Delinquency  Prevention  Act  of  1974  or  other  comparable  programs,  if 
applicable  These  same  requirements  apply  to  the  Title  I  Neglected  and  Delinquent 
local  agency  program 

MEMORANDA  OF  UNDERSTANDING 

Safe  and  Drug-Free  Schools  and  Communities  National  Programs  support  a 
number  of  interagency  efforts  in  drug  and  violence  prevention  that  primarily  or 
substantially  benefit  at-risk  youth.  Interagency  efforts  administered  under  a 
memorandum  of  understanding  (copies  of  which  have  been  provided  to  the  Committee) 
include  the  following: 

•  Providing  copies  of  all  of  the  Department's  drug  prevention  videotapes 
to  the  National  Audiovisual  Center,  part  of  the  Commerce  Department, 
for  national  dissemination. 

•  In  partnership  with  the  National  Institute  of  Justice  (Department  of 
Justice),  supporting  Project  SMART,  a  program  designed  to  help  school 
administrators  collect  and  analyze  data  about  drug,  crime,  and  discipline 
violations  in  their  schools. 

•  In  collaboration  with  the  Office  of  Victims  of  Crime  (Department  of 
Justice),  implementing  an  initiative  designed  to  expand  and  enhance  the 
capacity  of  schools  and  their  communities  to  respond  effectively  and 
quickly  to  violence-related  crises  that  victimize  and  traumatize  students 
and  threaten  the  learning  environment  Activities  include  development 
of  a  training  curriculum  and  manual  to  assist  school  administrators  in 
responding  to  violent  incidents  in  the  school  and  community 
environment,  and  implementation  of  five  regional  training  sessions  for 
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school  professionals.  As  a  related  example,  the  Department,  in 
coordination  with  the  Office  of  Victims  of  Crime  and  the  Federal 
Emergency  Management  Administration,  contributed  to  the  Federal 
response  to  the  1995  bombing  of  the  Federal  Building  in  Oklahoma  City, 
by  providing  counseling  for  victims  and  witnesses  of  the  tragedy. 

•  In  collaboration  with  the  Office  of  Juvenile  Justice  and  Delinquency 
Prevention  (Department  of  Justice),  implementing  an  initiative  to 
provide  training  and  technical  assistance  to  educators  and  others  to 
address  the  needs  of  youth  who  are  out  of  the  education  mainstream  by 
reason  of  suspension  or  expulsion,  truancy,  dropping  out,  involvement 
in  the  juvenile  justice  system,  or  fear  of  attending  school  due  to  an 
atmosphere  of  violence. 

•  In  collaboration  with  the  Maternal  and  Child  Health  Bureau  (Department 
of  Health  and  Human  Services),  funding  two  grants  to  institutions  of 
higher  education  to  train  school  personnel  and  others  in  classroom-based 
techniques  of  violence  prevention  for  children  and  adolescents. 

•  Providing  support  for  the  Partnerships  Against  Violence  Network 
(PAVNET),  a  Federal  on-line  information  service  on  techniques  for 
combating  violence. 

•  In  collaboration  with  the  Office  of  Juvenile  Justice  and  Delinquency 
Prevention,  developing  a  guide  to  selecting  and  implementing  conflict 
resolution  programs  in  schools. 

OTHER  INTERAGENCY  EFFORTS 

Interagency  efforts  in  drug  and  violence  prevention  that  do  not  involve 
memoranda  of  understanding  include  the  following: 

•  In  conjunction  with  the  National  Institute  of  Justice,  supporting 
development  of  a  monograph  that  gives  an  overview  of  "safe  haven" 
projects  that  were  previously  funded  jointly  by  the  Department  of 
Education  and  the  Justice  Department,  to  document  the  experiences  of 
the  grantees  and  thereby  assist  other  school  districts  in  implementing 
"safe  havens"  in  a  cost-effective  manner.  ("Safe  havens"  provide  an 
integrated  array  of  social  services  and  activities  for  youth  and  their 
families  in  a  secure  setting.) 

•  Collaborating  with  the  Centers  for  Disease  Control  and  Prevention 
(Department  of  Health  and  Human  Services)  to  study  school-related 
homicides.  Results  of  the  study  indicate  that  105  violent  school- 
associated  deaths  occurred  in  1993-94  and  1994-95. 

•  In  collaboration  with  the  Department  of  Transportation,  supporting  an 
initiative  to  assist  States  in  implementing  "zero  tolerance"  laws 
effectively.  Recent  Federal  legislation  requires  all  States  to  enact  laws 
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that  make  it  illegal  for  anyone  under  the  age  of  21  to  drive  with  any 
measurable  blood  alcohol  content.  The  joint  initiative  is  aimed  at 
helping  to  reduce  teenage  drinking  and  impaired  driving. 

In  conjunction  with  the  Department  of  Health  and  Human  Services, 
engaging  in  a  joint  project  to  select,  implement,  and  evaluate  four  model 
programs  for  the  education  of  young  people  about  domestic  violence  and 
violence  among  intimate  partners.  The  model  program  will  address  four 
student  audiences:  primary  schools,  middle  schools,  secondary  schools, 
and  institutions  of  higher  education. 


GOALS  2000 

Question.  In  how  many  States  can  the  State  educational  agency,  on  its  own, 
apply  for,  receive,  and  expend  funds  from  Federal  education  programs,  such  as  Goals 
2000?  In  how  many  States  is  State  participation  in  a  program  like  Goals  2000  under  the 
direct  or  indirect  control  of  the  State  governor? 

Answer.  This  is  a  very  complex  situation  that  does  not  lend  itself  to  an  easy 
answer.  Under  most  Federal  education  formula  grant  programs,  including  Title  III  of 
the  Goals  2000  program,  the  State  educational  agency  (SEA)  is  the  eligible  applicant 
and  the  grantee  State  law  determines  the  extent  to  which  an  SEA  may,  on  its  own, 
apply  for,  receive,  and  expend  Goals  2000  and  other  Federal  education  funds,  and  the 
extent  to  which  the  SEA  is  under  the  direct  or  indirect  control  of  the  Governor. 

State  law  also  determines  the  entity  that  serves  as  the  SEA.  In  many  States,  this 
agency  is  the  State  Department  of  Education;  in  others,  it  is  the  State  Board  of 
Education  Similarly,  State  law  determines  how  Board  members  and  Chief  State  School 
Officers  are  selected.  In  some  States,  the  Governor  has  the  authority  to  appoint 
members  of  the  State  Board  of  Education  as  well  as  the  Chief  State  School  Officer.  In 
other  States,  the  legislature  appoints  members  of  the  State  Board,  and  the  Board 
appoints  the  Chief  State  School  Officer.  Some  States  fill  these  positions  through 
partisan  or  non-partisan  elections. 

A  Governor  may  have  control  over  an  SEA  not  only  through  the  appointment 
of  Board  members  or  a  Chief  State  School  Officer,  but  through  other  means  as  well. 
For  example,  if  Federal  funds  are  released  to  an  SEA  through  a  State  Office  of  Finance, 
a  Governor  may  have  control  over  the  SEA  to  the  extent  that  he  or  she  has  control  over 
the  Office  of  Finance.  Furthermore,  a  State  legislature  may  exercise  control  over  an 
SEA  by  enacting  legislation  prohibiting  the  SEA  from  seeking  Goals  2000  funds  or 
requiring  it  to  apply  for  funds. 

Following,  for  illustrative  purposes,  is  a  State-by-State  summary  of  the  method 
bv  which  Board  members  and  Chief  State  Schools  Officers  are  selected. 
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APPOINTMENT  OR  ELECTION  OF  STATE  BOARDS  OF  EDUCATION 
AND  CHIEF  STATE  SCHOOL  OFFICERS 


State  by  State  Summary 

July  19,  1995 


STATE 

METHOD  OF 
SELECTION  OF 
STATE  BOARD 

METHOD  OF 

SELECTION  OF 

CHIEF  STATE 

SCHOOL  OFFICER 

Alabama 

Partisan  Ballot 

Appointed  by  SBE 

Alaska 

Appointed  by  Governor 

Appointed  by  SBE 
w/approval  of  Governor 

Arizona 

Appointed  by  Governor, 
Confirmed  by  Senate 

Partisan  Ballot 

Arkansas 

Appointed  by  Governor 

Appointed  by  SBE 

California 

Appointed  by  Governor 

Non-Partisan  Ballot 

Colorado 

Partisan  Ballot 

Appointed  by  SBE 

Connecticut 

Appointed  by  Governor 

Appointed  by  SBE 

Delaware 

Appointed  by  Governor. 
Approved  by  Senate. 
President  serves  at  pleasure 
of  the  Governor 

Appointed  by  SBE 

Florida 

Partisan  Ballot 

Elected  Statewide 

Georgia 

Appointed  by  Governor 

Elected  Statewide 

Hawaii 

Non-Partisan  Ballot 

Appointed  by  SBE 

Idaho 

Appointed  by  Governor 

Appointed  by  SBE 

Illinois 

Appointed  by  Governor 

Non-Partisan  Ballot 

Indiana 

Appointed  by  Governor 

Partisan  Ballot 

Iowa 

Appointed  by  Governor 

Appointed  by  Governor 

Kansas 

Partisan  Ballot 

Appointed  by  SBE 

Kentucky 

Appointed  by  Governor 

Appointed  by  SBE 

Louisiana 

8  elected,  3  appointed  by 
Governor 

Appointed  by  SBE 
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STATE 

ME  1  HOD  OF 
SELECTION  OF 
STATE  BOARD 

METHOD  OF 

SELECTION  OF 

CHIEF  STATE 

SCHOOL  OFFICER 

Maine 

Appointed  by  Governor 

Appointed  by  Governor 

Maryland 

Appointed  by  Governor 

Appointed  by  SBE 

Massachusetts 

Appointed  by  Governor 

Appointed  by  SBE 

Michigan 

Partisan  Ballot 

Appointed  by  SBE 

Minnesota 

Appointed  by  Governor 

Appointed  by  Governor 

Mississippi 

5  Appointed  by  Governor,  4 
by  Legislature 

Appointed  by  SBE 

Missouri 

Appointed  by  Governor  with 
consent  of  Senate 

Appointed  by  SBE 

Montana 

Appointed  by  Governor 

Partisan  Ballot 

Nebraska 

Non-Partisan  Ballot 

Appointed  by  SBE 

Nevada 

Non-Partisan  Ballot 

Appointed  by  SBE 

New  Hampshire 

Appointed  by  Governor 

Appointed  by  SBE 

New  Jersey 

Appointed  by  Governor 

Appointed  by  Governor 

New  Mexico 

10  Elected,  5  Appointed  by 
Governor 

Appointed  by  SBE 

New  York 

Appointed  by  Legislature 

Appointed  by  SBE 

North  Carolina 

Appointed  by  Governor 

Partisan  Ballot 

North  Dakota 

Appointed  by  Governor 

Non-Partisan  Ballot 

Ohio 

Non-Partisan  Ballot 

Appointed  by  SBE 

Oklahoma 

Appointed  by  Governor 

Partisan  Ballot 

Oregon 

Appointed  by  Governor 

Non-Partisan  Ballot 

Pennsylvania 

Appointed  by  Legislature 

Appointed  by  Governor 

Rhode  Island 

Appointed  by  Governor 

Appointed  by  SBE 

South  Carolina 

Appointed  by  Legislature 

Partisan  Ballot 
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STATE 

METHOD  OF 
SELECTION  OF 
STATE  BOARD 

METHOD  OF 

SELECTION  OF 

CHIEF  STATE 

SCHOOL  OFFICER 

South  Dakota 

Appointed  by  Governor 

Appointed  by  Governor 

Tennessee 

Appointed  by  Governor 

Appointed  by  Governor 

Texas 

Partisan  Ballot 

Nominated  by  SBE, 
Appointed  by  Governor, 
Confirmed  by  Senate 

Utah 

Non-Partisan  Ballot 

Appointed  by  SBE 

Vermont 

Appointed  by  Governor, 
Approved  by  Senate 

Appointed  by  SBE 

Virginia 

Appointed  by  Governor 

Appointed  by  Governor 

Washington 

Elected  by  Local  School 
Boards 

Non-Partisan  Ballot 

West  Virginia 

Appointed  by  Governor 

Appointed  by  SBE 

Wisconsin 

None 

Non-Partisan  Ballot 

Wyoming 

Appointed  by  Governor 

Partisan  Ballot 

Source  Council  of  Chief  State  School  Officers 


EFFECTIVENESS  OF  TITLE  I 

Question.  Under  provisions  of  the  Improving  America's  Schools  Act  of  1994, 
States  are  not  required  to  have  in  place  curriculum  content  and  pupil  performance 
standards,  and  assessments  linked  to  them,  until  the  2000-2001  school  year.  In  the 
meantime.  States  may  use  transitional  assessments  that  need  not  be  tied  to  content  or 
performance  standards.  During  this  lengthy  transition  period,  what  information  will  be 
provided  to  the  Congress  on  Title  I's  effectiveness? 

Answer.  During  the  transition — which  will  last  throughout  the  course  of  the 
current  program's  authorization — the  Department  of  Education  (ED)  plans  to  use 
multiple  strategies  in  determining  Title  I's  effectiveness  Three  primary  sources  include 
State-  and  locally-reported  student  outcomes,  the  mandated  Longitudinal  Evaluation  of 
School  Change  and  Performance,  and  the  National  Assessment  of  Educational  Progress 
(NAEP) 

Using  student  outcomes  reported  by  States  and  districts  will  allow  ED  to  report 
student  outcomes  within  the  context  of  State  and  local  reform  efforts. 


Through  a  pilot  Federal/State  collaborative,  ED  and  four  "leading-edge" 
States  (Kansas,  Kentucky,  Maryland  and  Oregon)  will  analyze  student 
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assessment  data  and  other  measures  to  examine  the  impact  of  Title  1 
within  the  context  of  State  reforms.  Additional  States  will  be  added  to 
the  collaborative  as  resources  permit. 

•  A  50-State  survey  will  allow  ED  to  collect  outcome  results,  using  a 
variety  of  indicators  including  schools'  progress  in  meeting  measures  of 
adequate  yearly  progress. 

•  A  pilot  survey  of  leading-edge  districts  will  provide  an  additional 
perspective  on  the  effectiveness  of  Title  I  and  illustrate  various  reporting 
and  analysis  strategies. 

The  Longitudinal  Evaluation  of  School  Change  and  Performance  will  collect  and 
report  student  outcome  data  from  a  purposively  selected  sample  of  schools.  Student 
results  will  be  examined  through  a  common  student  assessment  instrument  in  addition 
to  an  analysis  of  existing  student  assessment  results  in  the  sampled  States.  As  shown 
with  the  earlier  "Prospects"  longitudinal  study,  a  longitudinal  design  permits  analysis 
of  the  cumulative  impact  of  Title  I  and  other  Federal  programs  on  student  learning  over 
time.  Moreover,  such  a  design  can  point  to  what  is  and  is  not  working  in  schools  and 
classrooms  to  support  improved  student  learning.  Being  able  to  examine  both 
performance  and  processes  simultaneously  has  great  explanatory  value. 

NAEP  will  also  be  used  to  measure  the  impact  of  Title  I.  ED  is  examining  the 
appropriateness  and  use  of  various  approaches  for  examining  the  NAEP  results  of 
students  and  schools  at  various  poverty  levels,  as  well  as  those  served  by  Title  I. 


REDUCED  FUNDING  FOR  TITLE  I  EVALUATIONS 

Question.  Appropriations  for  the  current  National  Assessment  of  Title  I  have 
thus  far  been  well  below  the  amounts  estimated  to  be  needed  to  conduct  this  evaluation 
as  specified  by  the  Title  I  statute.  What  are  the  likely  effects  on  the  quality,  timeliness, 
and  significance  of  the  Assessment's  findings  of  the  reduced  funding? 

Answer.  Funding  uncertainties  and  delayed  appropriations  over  the  last  two 
years  have  affected  the  National  Assessment  of  Title  I  by  hindering  planning  and 
putting  the  contracting  process  behind  schedule.  If  current  trends  continue,  timing 
delays  will  limit  data  collections  and  development  of  the  analysis  needed  for 
congressional  reauthorization  of  the  Title  I  program,  as  well  as  ongoing  feedback  to  the 
field. 

Continued  restricted  funding  of  the  Assessment  will  limit  ED's  ability  to  provide 
a  national  picture  of  the  program's  impact  and  assist  States,  districts,  and  schools  in 
using  the  program  to  enable  children  who  are  educationally  disadvantaged  to  attain  high 
standards.  Concerns  include  limitations  with  respect  to  measuring  the  implementation 
and  impact  of  the  program  among  a  representative  sample  of  districts  and  schools,  and 
limited  evaluations  of  key  aspects  of  the  program. 
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With  a  reduced  budget,  the  National  Assessment  of  Title  I  will  have  to  rely  upon 
limited  samples  of  schools  and  districts.  Limited  samples  would  not  reflect  key  factors 
that  should  be  considered  in  evaluating  Title  I,  including. 

•  Variations  across  school  systems  and  schools  in  urban  and  rural  areas, 

•  Services  to  special-needs  populations  (e.g.,  limited  English-proficient 
and  migrant  students),  and 

•  Title  I  implementation  within  the  context  of  unique  reform  efforts  in 
different  States. 

The  Longitudinal  Evaluation  of  School  Change  and  Performance,  for  example, 
is  limited  to  a  purposive  sample  of  States,  which  could  be  expanded  with  additional 
funds.  A  more  representative  sample  would  provide  a  better  national  picture  of  the 
impact  of  Title  I,  by  allowing  evaluators  to  compare  and  contrast  across  States  and 
districts. 

Reduced  funds  will  also  limit  ED's  ability  to  evaluate  ftilly  all  aspects  of  the 
Title  I  program,  leaving  some  key  areas  unexamined.  For  example,  limited  information 
will  be  obtained  in  the  following  areas: 

•  Where  Title  I  money  is  going  and  how  it  is  being  used. 

•  The  impact  of  Title  I  services  in  secondary  schools. 

•  Feedback  from  parents  regarding  the  extent  to  which  their  involvement 
in  their  children's  learning  is  increasing. 

•  Information  on  other  areas  that  Title  I  might  target,  such  as  extended 
learning  to  address  summer  loss  among  low-income  students. 

•  The  Migrant  Education  (Part  C)  and  Neglected  or  Delinquent  (Part  D) 
programs. 


TARGETING  TITLE  I  FUNDS 

Question.  As  was  the  case  with  the  fiscal  year  1996  budget  request,  the 
Administration  has  proposed  that  the  Title  I  targeted  grant  formula  be  funded  at  a 
$1  billion  level,  through  a  combination  of  increased  appropriations  and  a  shif^  of  funds 
from  the  basic  grant  formula.  While  this  formula,  authorized  in  1994,  may  better  focus 
funds  on  high  poverty  areas  than  the  basic  and  concentration  grant  formulas,  it  has  been 
criticized  as  being  biased  in  favor  the  largest  cities.  How  do  you  expect  to  overcome 
the  opposition  that  has  so  far  prevented  funding  of  this  formula?  Are  there  other  ways 
of  increasing  the  targeting  of  Title  I  grants  on  high  poverty  areas  than  the  targeted  grant 
formula? 


Answer.  An  alternative  way  of  increasing  the  targeting  of  Title  I  grants  on  high- 
poverty  areas  would  be  to  shift  ftinds  from  Basic  Grants  to  the  Concentration  Grant 
formula,  which  goes  only  to  counties  and  school  districts  with  at  least  15  percent 
poverty  or  at  least  6,500  poor  children.  However,  we  believe  the  Targeted  formula  is 
a  much  fairer  way  of  directing  additional  funds  to  the  communities  with  the  highest 
concentrations  of  poor  children. 

Because  the  Concentration  formula  is  an  "all-or-nothing"  formula,  the  school 
districts  with  the  highest  poverty  rates  receive  the  same  percentage  increase  as  those  that 
barely  qualify  for  Concentration  Grants.  The  "cliff  effect"  inherent  in  the  Concentration 
formula  causes  districts  with  14.9  percent  poverty  to  receive  no  Concentration  money, 
while  those  with  15.1  percent  poverty  receive  the  same  proportional  benefit  as  districts 
with,  for  example,  70  percent  poverty.  This  cliff  effect  sometimes  causes  school 
districts  to  suffer  large  losses  in  Title  I  funds  when  a  small  decline  in  their  number  of 
poor  children  causes  the  district  to  fall  below  the  "all-or-nothing"  threshold. 

Another  concern  is  the  "pockets  of  poverty"  problem,  where  high-poverty  school 
districts  are  located  in  counties  that  do  not  receive  ^ty  Concentration  Grant  funds 
because  the  county  is  below  the  eligibility  threshold.  For  example,  York  City  School 
District  in  Pennsylvania,  which  has  a  30  percent  poverty  rate,  does  not  receive  any 
Concentration  Grant  funds  because  it  is  located  in  York  County,  which  has  an  8  percent 
poverty  rate. 

WEIGHTED  FORMULA  FOR  TARGETED  GRANTS 

In  contrast,  the  weighted  formula  used  for  Targeted  Grants  is  more  finely  tuned 
to  provide  a  smoother  range  of  funding  increases  to  counties  and  school  districts  with 
different  poverty  levels.  The  "cliff  effect"  problem  does  not  occur,  except  at  the  low 
eligibility  threshold  of  5  percent  poverty.  Also,  the  "pockets  of  poverty"  problem  is 
much  reduced,  because  relatively  low-poverty  counties  would  still  receive  some 
Targeted  Grants  funds  and  most  of  those  funds  would  go  to  the  poorest  districts  in  the 
county. 

As  for  the  extent  to  which  the  Targeted  formula  favors  urban  versus  rural 
districts,  the  evidence  is  somewhat  mixed.  Both  the  Targeted  and  the  Concentration 
formulas  recognize  that  educational  needs  are  greater  in  districts  with  high  numbers  of 
poor  children  as  well  as  districts  with  high  percentages  of  poor  children.  It  is  true  that 
small  rural  districts  with  moderate-to-high  poverty  rates  tend  to  do  less  well  under  the 
Targeted  formula  than  large  urban  districts  with  large  numbers  of  disadvantaged 
children  but  somewhat  lower  poverty  percentages.  However,  it  is  also  true  that  the 
districts  that  do  best  under  the  Targeted  Grants  formula  are  poor  rural  districts,  because 
the  highest  poverty  rates  are  found  in  rural  areas. 

Although  the  Targeted  formula  could  probably  be  improved  by  adjusting  the 
weights,  we  believe  that  it  still  targets  funds  more  equitably  and  strongly  than  the 
Concentration  formula. 
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SAFE  AND  DRUG-FREE  SCHOOLS  PROGRAM 

Question.  Studies  have  indicated  that  the  components  of  successful  programs 
include:  prevention-related  support  services  for  youth  (counseling,  conflict  mediation), 
curriculum/classroom  instruction  (health  and  legal  consequences  of  drug  use,  building 
self-esteem),  and  significant  community  involvement  (eg  DARE)  What  percentage 
of  program  flinds  are  being  spent  on  each  of  these  components? 

Answer  While  we  do  not  have  data  on  the  percentages  of  program  funds  that 
are  being  spent  on  each  of  these  components,  we  do  have  data  on  the  percentage  of 
school  districts  that  have  supported  these  kinds  of  services  with  Drug-Free  Schools  and 
Communities  Act  flinds  These  data  are  from  the  1992-93  school  year  (the  most  recent 
year  for  which  these  data  are  available). 

Of  the  13,857  school  districts  that  participated  in  the  Drug-Free  Schools  and 
Communities  program  in  the  1992-93  school  year: 

•  9,301  (67  percent)  provided  student  instruction  in  drug  prevention; 

•  8,5 1 9  (6 1  percent)  developed  or  purchased  drug  prevention  curricula; 

•  8,068  (58  percent)  provided  student  assistance  programs  (counseling, 
mentoring,  identification  and  referral  for  assistance,  etc.);  and 

•  3,523  (25  percent)  supported  community  service  projects. 

These  figures  do  not  necessarily  include  all  school  districts  that  implemented 
DARE  programs  or  those  that  used  their  funds  for  teacher/staff  training,  alternative 
education  programs,  parent  education/involvement,  af^er-school  or  before-school 
programs,  services  for  out-of-school  youth,  or  special  one-time  events. 


Question.  Which  have  proved  successful? 

Answer.  None  of  these  components,  by  itself,  is  necessarily  effective  at 
preventing  drug  use  and  violence  by  youth.  However,  these  components  can  be 
successful  in  tandem  with  one  another  as  part  of  a  comprehensive  program,  depending 
on  the  quality  of  the  implementation  of  the  project. 


SCHOOL  VIOLENCE  PREVENTION 

Question  The  President's  fiscal  year  1997  budget  encourages  States  and 
localities  to  focus  safe  and  drug-free  school  funds  particularly  on  issues  of  school 
violence  and  safety.  The  law  currently  prohibits  localities  from  using  more  than 
20  percent  of  their  Federal  allocation  to  hire  security  personnel  and  obtain  and  install 
metal  detectors   What  percentage  of  flinds  are  currently  being  used  for  these  activities? 
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Answer.  States  and  school  districts  can  use  their  Safe  and  Drug-Free  Schools 
and  Communities  funds  for  a  variety  of  activities  to  combat  school  violence,  including 
curriculum  development  or  acquisition,  teacher  training,  student  instruction,  conflict 
resolution  and  peer  mediation  programs,  after-school  and  before-school  programs, 
community  service  projects,  parent  education/involvement,  and  alternative  education 
programs  for  violent  or  disruptive  youth,  in  addition  to  hiring  security  guards  and 
installing  metal  detectors.  So,  there  is  no  overall  cap  on  how  much  they  can  spend  on 
violence  prevention.  The  Department  is  in  the  process  of  collecting,  but  does  not  yet 
have,  data  on  the  number  of  school  districts  that  are  supporting  each  of  these  kinds  of 
activities  with  their  Safe  and  Drug-Free  Schools  and  Communities  fiinds.  We  are  also 
about  to  begin  a  study  of  school  violence  that  will  tell  us  even  more  about  what  types 
of  violence  prevention  efforts  are  underway  in  schools  nationally. 


Question.  How  can  program  ftinds  be  better  targeted  to  address  the  problem  of 
school  violence'' 

Answer.  Under  Safe  and  Drug-Free  Schools  and  Communities,  which  is  a  State- 
administered  program.  States  and  school  districts  have  the  flexibility  to  target  their 
funds  on  violence  prevention  or  drug  prevention  (or  both)  as  they  choose,  in  response 
to  State  and  local  needs.  As  always,  the  Department  will  provide  technical  assistance 
(including  the  dissemination  of  study  findings)  and  monitor  grantees  to  encourage  the 
effective  use  of  program  funds.  Discretionary  grants  supported  with  Safe  and  Drug- 
Free  Schools  and  Communities  National  Programs  funds  can  also  be  used  to  encourage 
school  districts  to  increase  their  violence  prevention  programming. 


Question.  When  the  Safe  and  Drug-Free  Schools  and  Communities  Act  began, 
a  sizeable  amount  of  program  funds  was  spent  on  developing  curriculum,  forging 
partnerships  with  the  community,  and  training  teachers  and  staff  Now  that  these 
program  components  are  in  place,  what  is  the  Federal  role  in  maintaining  them? 

Answer  When  this  program  began,  under  the  Drug-Free  Schools  and 
Communities  Act,  it  did  not  directly  address  the  problem  of  school  safety  Only  in  the 
last  year  or  so.  under  the  Safe  and  Drug-Free  Schools  and  Communities  Act,  has  the 
program  been  broadened  to  include  violence  prevention  So,  at  a  minimum,  there  is  an 
important  Federal  role  in  helping  States  and  districts  expand  their  prevention  programs 
to  help  make  our  schools  safe  as  well  as  drug-free.  We  also  must  continue  to  work  with 
States  and  local  school  districts  on  what  prevention  programs  work  and  how  they  may 
be  implemented  most  effectively. 


COORDINATION  OF  DRUG  AND  VIOLENCE  PREVENTION  ACTIVITIES 

Question.   How  well  are  national.  State,  and  local  activities  coordinated  with 
each  other? 

Answer     Federal,  State,  and  local  activities  under  the  Safe  and  Drug-Free 
Schools  and  Communities  program  are  coordinated  in  a  number  of  ways.  States  have 


489 


a  great  deal  of  flexibility,  and  vary,  in  terms  of  how  centralized  or  decentralized  they 
choose  to  be  regarding  curriculum  and  other  program  activities.  However,  all  States  and 
school  districts  must  develop  goals  and  objectives  under  the  program  The  State  goals 
and  objectives  must  support  the  overall  purposes  of  the  program,  which  are  tied  to 
national  performance  indicators.  Each  local  school  district's  goals  and  objectives  must 
be  consistent  with  its  State's  goals  and  objectives  for  the  program.  The  State  goals  and 
objectives  are  peer  reviewed  by  educators  from  other  States  as  well  as  by  staff  from  the 
Department  of  Education.  Under  the  law,  States  are  required  to  prepare  their  funding 
application  for  the  program  in  consultation  and  coordination  with  representatives  of 
parents,  students,  and  community-based  organizations;  and  school  districts  must 
describe  in  their  funding  applications  how  they  will  coordinate  their  programs  and 
projects  with  other  Federal,  State,  and  local  drug  abuse  prevention  programs.  Finally, 
we  have  included  State  and  local  officials  in  the  development  of  national  performance 
indicators  for  the  program. 


BILINGUAL  EDUCATION  -  INSTRUCTIONAL  SERVICES  GRANTS 

Question.  As  part  of  the  Improving  America's  Schools  Act  of  1994,  Congress 
redesigned  the  instructional  services  grants  under  the  Bilingual  Education  Act  Have 
these  new  grants  enhanced  the  capacity  of  local  school  districts  to  serve  children  of 
limited  English  proficiency? 

Answer.  It  is  too  early  to  judge  the  success  of  the  reauthorized  program. 
However,  the  Department  expects  the  quality  of  services  for  limited  English  proficient 
students  to  improve  significantly  under  the  new  statute.  Under  the  new  law,  grants  must 
be  designed  to  help  limited  English  proficient  students  meet  the  same  challenging  State 
content  standards  expected  of  all  children.  Furthermore,  grant  activities  can  no  longer 
operate  outside  -  but  instead  must  be  integrated  within  --  the  regular  school  program. 
In  September  1995,  the  Department  funded  a  research  project  to  document  how  LEAs 
currently  serve  limited  English  proficient  students  and  how  services  are  changing  as  a 
result  of  systemic  educational  reform.  Despite  fiscal  year  1996  cutbacks  in  funding  for 
this  study,  the  Department  is  optimistic  that  it  will  provide  information  on  the 
effectiveness  of  the  recent  revisions  to  the  statute  in  improving  services  for  limited 
English  proficient  students 


IMMIGRANT  EDUCATION 

Question  Under  the  Emergency  Immigrant  Education  Program,  States  may 
exercise  some  discretion  in  reallocating  funds  to  local  school  districts  when  the 
program's  appropriation  exceeds  $50  million  Should  State  educational  agencies  have 
this  discretion  without  regard  to  the  funding  threshold  currently  in  statute? 

Answer.  The  Department  believes  that  the  Emergency  Immigrant  Education 
program  operates  more  effectively  when  States  have  discretion  to  allocate  funds  to 
LEAs  most  in  need  of  assistance  and  in  amounts  that  will  make  a  difference.  If  States 
are  required  to  allocate  funds  on  a  formula  basis,  LEAs  may  not  receive  enough  funding 
to  implement  a  quality  program  for  immigrant  students.  Consequently,  in  both  1996  and 
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1997  the  Department  proposed  appropriations  act  language  to  provide  States  with  this 
flexibility.  The  fiscal  year  1996  appropriations  act  included  language  allowing  this 
discretion. 


Question.  Should  the  Emergency  Immigrant  Education  Program  be  reoriented 
to  meet  the  needs  of  communities  with  large  numbers  of  undocumented  immigrant 
children  in  the  public  schools? 

Answer.  The  Department  is  very  aware  that  certain  States  and  school  districts 
are  heavily  affected  by  the  presence  of  large  numbers  of  undocumented  students. 
Nonetheless,  the  Department  would  oppose  changing  the  Immigrant  Education  program 
to  focus  primarily  on  undocumented  students.  Undocumented  and  documented 
immigrant  students  both  require  the  same  kind  of  educational  services  and  constitute  an 
equivalent  burden  on  schools  where  they  are  concentrated.  Furthermore,  the 
Department  is  not  aware  of  any  means  to  obtain  accurate  numbers  or  estimates  of  the 
undocumented  student  population  at  the  school  district  level. 


Question.  Are  local  school  districts  currently  allowed  to  count  illegal  alien 
children  for  funding  formula  purposes  under  the  program? 

Answer  Under  the  Immigrant  Education  program,  school  districts  count  recent 
immigrant  students  regardless  of  their  immigration  status.  Funds  are  distributed  to 
States  based  on  their  share  of  foreign-born  students  who  have  been  enrolled  in  U.S. 
schools  for  less  than  3  complete  academic  years  and  are  enrolled  in  districts  where  they 
number  at  least  500  or  represent  at  least  3  percent  of  the  total  enrollment.  No  distinction 
is  made  between  documented  and  undocumented  students. 


VOCATIONAL  EDUCATION  AND  THE  PERKINS  ACT 

Question.  You  have  requested  a  small  increase  in  fiscal  year  1997  fijnding  for 
the  Perkins  Act  vocational  education  programs  but  would  allocate  most  of  those  funds 
through  the  Basic  State  Grant  program  while  requesting  no  funds  for  the  Tech-Prep 
program.  What  is  your  rationale  for  this  shift  of  funds? 

Answer.  The  President's  fiscal  year  1997  request  of  $1 . 1  billion  for  Vocational 
Education  Basic  State  Grants  is  consistent  with  the  Administration's  legislative  proposal 
for  reauthorization  of  the  Carl  D.  Perkins  Vocational  and  Applied  Technology  Act. 
That  proposal  would  consolidate  all  existing  set-asides  and  categorical  programs  in 
order  to  give  States,  school  districts,  and  postsecondary  institutions  maximum  flexibility 
to  design  services  and  activities  best  suited  to  the  needs  of  their  students.  We  believe 
that  Tech-Prep  is  one  of  the  school-to-work  models  that  has  great  promise  for 
transforming  vocational  education  in  this  country,  but  did  not  request  separate  funding 
for  the  State  formula  grant  program  because  States  can  use  Basic  State  Grant  funds  for 
this  purpose  Thus,  at  our  requested  funding  level,  States  would  receive  an  additional 
$27.3  million  over  the  fiscal  year  1996  appropriation  but  would  have  one  less  Federal 
program  to  administer. 


pro' 
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Question.     Can  all  State  Tech-Prep  activities  be  conducted  under  current 
'isions  of  the  Basic  State  Grants'' 


Answer  Yes,  section  201  of  the  Perkins  Act  authorizes  States  to  use  their 
N'ocational  Education  Basic  State  Grant  funds  to  support  Tech-Prep,  as  it  is  defined  by 
the  statute 


Question.  Are  you  concerned  that,  without  separate  funding  for  Tech-Prep, 
some  programs  will  cease  or  decline  in  importance? 

Answer.  If  Congress  provides  Basic  State  Grants  funding  at  our  requested  level, 
Tech-Prep  should  continue  to  play  an  important  role  in  vocational  education  reform 
efforts  across  the  country.  Tech-Prep  has  taken  hold  in  the  States;  the  number  of 
consortia,  districts,  and  students  participating  in  Tech-Prep  programs  increased 
substantially  between  1993  and  1994.  Data  from  1995  data  will  be  available  soon,  and 
we  expect  to  fmd  further  program  institutionalization.  For  our  part,  we  will  continue 
to  support  the  Tech-Prep  model  and  encourage  States"  implementation  efforts. 


EVALUATION  FINDINGS  ON  TECH-PREP  PROGRAMS 

Question.  Do  we  have  national  evaluation  data  on  the  nature  and  effectiveness 
of  Tech-Prep  programs,  and  if  so,  would  you  please  summarize  what  we  know? 

Answer     From  the  national  evaluation  of  Tech-Prep  we  have  learned  the 
following: 

•  Tech-Prep  consortia  include  a  large  and  growing  proportion  of  U.S. 
school  districts.  Fifty-eight  percent  of  the  approximately  1 1,000  school 
districts  that  operate  secondary  schools  in  the  United  States  are  Tech- 
Prep  consortia  members,  up  from  44  percent  in  1993. 

•  Tech-Prep  participants  represent  a  small  but  growing  share  of  students 
in  their  districts.  During  the  1993-94  school  year,  there  were 
approximately  432,000  Tech-Prep  participants,  compared  with  172,000 
in  1992-93.  Still,  Tech-Prep  students  represent  only  about  7  percent  of 
all  secondaty  students  in  their  districts. 

•  Participation  in  Tech-Prep  is  still  far  lower  than  participation  in 
traditional  vocational  education  programs  Tech-Prep  reaches  less  than 
one-quarter  of  the  number  of  students  ser\'ed  by  vocational  education. 

•  Tech-Prep  students  appear  to  be  achieving  intermediate  outcomes  in 
greater  numbers  Tech-Prep  consortia  reported  that  43,000  Tech-Prep 
students  graduated  in  spring  1994,  compared  with  about  12,000 
graduates  the  previous  year.  Approximately  56  percent  of  Tech-Prep 
high  school  graduates  in  spring  1994  entered  postsecondary  education 
or  training  the  following  fall,  compared  with  less  than  half  of  Tech-Prep 
graduates  the  previous  year. 
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These  reported  increases  reflect  several  factors.  Larger  number  of  students  have 
progressed  through  Tech-Prep  programs,  as  consortia  have  become  more  established 
and  expanded  their  operational  capacity.  However,  some  portion  of  the  reported 
increases  is  due  to  consortia's  improved  ability  to  track  student  progress. 

•  Reporting  on  students  increased  significantly,  but  it  still  remains  a 
challenge.  In  1994,  53  percent  of  consortia  were  able  to  identify  and 
count  students  participating  in  Tech-Prep,  and  they  could  do  so  in 
29  percent  of  their  member  districts.  In  contrast,  only  36  percent  of 
consortia  and  17  percent  of  their  districts  reported  participant  counts  in 
1993.  The  ability  to  track  outcomes  lags  even  fijrther  behind 
participation  reports.  For  example,  of  the  nearly  450  consortia  that 
reported  1 2th-grade  Tech-Prep  enrollments,  nearly  half  could  not  report 
how  many  of  these  students  had  graduated  from  high  school.  So,  while 
there  is  a  trend  toward  increased  reporting  of  student  data,  consortia 
continue  to  face  difficulties  in  identifying  who  is  a  Tech-Prep  student 
and  collecting  data  on  participants'  progress. 

•  Tech-Prep  consortia  have  expanded  implementation  of  kev  school-to- 
work  elements.  These  elements  include:  organizing  Tech-Prep  courses 
and  activities  around  occupational  clusters;  developing  articulation 
agreements  among  member  districts  and  community  colleges;  expanding 
collaboration  with  business,  industry,  trade  associations,  and  labor 
groups;  and  increasing  the  availability  of  workplace  experiences  for 
Tech-Prep  students. 


TECH-PREP  AND  SCHOOL-TO-WORK  PROGRAMS  INTEGRATION 

Question.  What  evidence  do  we  have  that  States  receiving  School-to-Work 
Opportunity  Act  implementation  grants  integrate  Tech-Prep  programs  and  other  Perkins 
Act-supported  activities  with  their  school-to-work  systems? 

Answer.  National  concern  during  the  past  decade  about  the  adequacy  of  the 
American  educational  system's  ability  to  prepare  young  people  for  successful  careers 
has  led  to  several  important  initiatives.  Among  these  are  the  Tech-Prep  program, 
enacted  as  part  of  the  1990  amendments  to  the  Perkins  Act,  and  the  more  recent  School- 
to-VVork  Opportunities  Act  of  1994.  Other  Perkins  Act-supported  activities  include  an 
emphasis  on  the  integration  of  academic  and  vocational  education,  and  shifting  from 
narrow  job-specific  skill  training  to  learning  about  "all  aspects  of  an  industry" — all 
important  concepts  in  School-to-Work. 

Recent  evidence  suggests  efforts  to  integrate  Tech-Prep  and  School-to-Work 
have  progressed  in  several  ways,  but  that  the  extent  of  progress  varies  among  States  and 
communities: 

•  In  many  communities,  members  of  Tech-Prep  consortia  participate 
actively  in  or  lead  local  school-to-work  partnerships. 

•  School-to-Work  system-building  efforts  frequently  rely  heavily  on 
earlier  Tech-Prep  program  activities  to  promote  block  class  schedules. 


integrate  academic  and  vocational  education,  emphasize  applied 
academics,  develop  career  pathways,  link  secondary  and  postsecondary 
curriculum  offerings,  and  provide  appropriate  staff  development. 

Tech-Prep  programs  are  incorporating  components  of  the  "school-to- 
work  model"  not  initially  emphasized  when  the  program  began, 
including  access  to  work-based  learning  experiences,  reliance  upon 
industry-recognized  skill  standards,  and  expansion  of  consortia 
membership  to  include  four-year  colleges,  business,  labor,  and  trade 
associations 


SCHOOL-TO-WORK  LOCAL  PARTNERSHIP  AND  URBAN/RURAL 
OPPORTUNITIES  GRANTS  SELECTION  CRITERIA 

Question.  What  criteria  are  used  to  award  local  school-to-work  implementation 
grants  and  urban/rural  grants'' 

Answer.  The  selection  criteria  are  grouped  under  five  categories: 

1 .  Comprehensive  local  School-to-Work  Opportunities  system  (40  points) 

2.  Quality  and  effectiveness  of  the  local  partnership  (20  points) 

3 .  Participation  of  all  students  ( 1 5  points) 

4.  Collaboration  with  State  ( 1 5  point) 

5 .  Management  plan  ( 1 0  points) 

For  each  competition,  a  review  process  is  used  in  which  peer  review  teams 
evaluate  the  applications  received  against  the  selection  criteria  and  the  associated  point 
values.  Final  fijnding  decisions  are  based  on  the  ranking  of  applications  as  a  result  of 
the  peer  review,  and  such  other  factors  as  replicability,  sustainability,  innovation, 
geographic  balance,  and  diversity  of  system  approaches. 


SCHOOL-TO-WORK  AWARDS  -  BY  TYPE  AND  DISTRICT 

Question  Please  provide  a  list  of  all  school  districts  that  have  received  these 
grants  since  the  passage  of  the  School-to-Work  Opportunities  Act. 

Answer.  With  fiscal  year  1994  funds,  15  Local  Partnership  grants  totaling 
$10  million  and  21  Urban/Rural  Opportunities  Grants  totaling  $10  million  were 
awarded.  With  fiscal  year  1995  funds,  37  new  Local  Partnership  grants  totaling  over 
$20  million  were  awarded.  We  expect  to  announce  the  winners  of  the  fiscal  year  1995 
Urban/Rural  Opportunities  grant  competition  in  late  August  or  early  September  These 
partnerships  typically  encompass  more  than  one  local  school  district  A  list  of  all 
School-to-Work  grantees  follows 

Local  Partnership  Grants-1994 

San  Diego  Private  Industry  Council  (CA) 
Tulare  County  Office  of  Education  (CA) 
Regional  Workforce  Development  Board,  New  Haven  (CN) 
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Local  PaHnyr^hip  Qrants -1994 

Dade  County  Public  Schools  (FL) 

Iowa  Work  Start  Consortium.  Des  Moines  (lA) 

Boston  Private  Industry  Council  (MA) 

School  District  of  the  City  of  Saginaw  (MI) 

Fond  du  Lac  Tribal  College  (MN) 

Omaha  Job  Clearinghouse  (NE) 

Salem  School  District  (NH) 

Rochester  City  School  District  (NY) 

Coos  Bay  Educational  Service  District  (OR) 

Capital  Area  Training  Foundation,  Austin  (TX) 

Fox  Cities  Chamber  of  Commerce  (WI) 

Northwest  Concentrated  Employment  Program,  Ashland  (WI) 

Urban/Rural  Opportunities  Grants--1994 

Phenix  City  Schools  (AL) 

Compton  Partnership  for  Youth  Education,  Training  and  Employment  (CA) 

Project  Rjverbank,  Modesto  (CA) 

Dade  County  Public  Schools  (FL) 

Panhandle  Private  Industry  Council,  Hayden  (ID) 

Uptown/Edgewater  Partnership,  Chicago  (IL) 

Baltimore  City  School-to-Work  Partnership  (MD) 

Highland  Park  School-to-Work  Program  (MI) 

American  Indian  OIC,  Minneapolis  (MN) 

CLTNY/Bronx  (NY) 

Cincinnati  Youth  Collaborative  (OH) 

Craftsmanship  2000,  Tulsa  (OK) 

Texoma  Partnership,  Durant  (OK) 

Coos  Bay  Educational  Service  District  (OR) 

Portland  Public  Schools  (OR) 

Black  Hills  Partnership,  Sturgis  (SD) 

Capital  Area  Training  Foundation,  Austin  (TX) 

Fort  Worth  ISD  (TX) 

Houston  Community  College  (TX) 

College  of  Eastern  Utah,  Blanding  (UT) 

Yakima  Department  of  Employment  and  Training  (WA) 

Local  Partnership  Grants- 1995 

Anchorage  School  District  (AK) 

Tucson  Unified  School  District  (AZ) 

Alameda  County  Office  of  Education  (CA) 

East  San  Gabriel  ROP  (CA) 

Los  Angeles  County  Office  of  Education  (CA) 

Napa  County  Office  of  Education  (CA) 

Orange  County  Department  of  Education  (CA) 

Sacramento  ROP  (CA) 

Workforce  Silicon  Valley,  Santa  Clara  (CA) 
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JLocal  PttHnmhip  Grants-1995 

Boulder  County  (CO) 

Seminole  County  Public  Schools  (FL) 

Chicago  Public  Schools  (IL) 

N  W.  Suburban  Career  Cooperative  (IL) 

Regional  Education  Partnership,  Palatine  (IL) 

Greater  Fort  Wayne  (IN) 

Cowley  County  Community  College  (KS) 

Mayor's  Office  of  Employment  Development,  Baltimore  (MD) 

Anoka  County  (MN) 

Lakes  County  Service  Cooperative  (MN) 

Minneapolis  Public  Schools  (MN) 

Sterns-Benton,  St.  Cloud  (MN) 

Columbia  Chamber  of  Commerce  (MO) 

Lincoln  School-to-Work  (NE) 

Albuquerque  Hispano  Chamber  of  Commerce  (NM) 

Miami  University,  Hamilton  (OH) 

Greater  Johnstown  CTC  (PA) 

Pittsburgh  (PA) 

University  of  Puerto  Rico  (PR) 

Chamber  Education  Foundation,  Warwick  (RI) 

Charleston  School  District  (SC) 

Pelissippi  State  Technical  College,  Knoxville  (TN) 

Concho  Valley  School-to-Work,  San  Angelo  (TX) 

Gladewater  County  (TX) 

Region  V  Educational  Service  Center,  Beaumont  (TX) 

Green  River  Community  College,  Auburn  (WA) 

Seattle  School  District  #1  (WA) 

Campbell  County  School  District  (WY) 


SCHOOL-TO-WORK  STATE  IMPLEMENTATION  GRANTS 

Question.  Please  provide  details  on  how  States  that  have  received  School  to 
Work  Opportunities  Act  implementation  grants  use  their  funds.  Do  we  have  evidence 
of  how  States  use  School-to-Work  grants  as  "seed"  money  to  leverage  funding  from 
other  sources  to  build  statewide  systems  apd  if  so,  please  provide  examples. 

Answer.  To  date,  27  States  have  received  School-to-Work  (STW) 
implementation  grants.  Although  each  State's  implementation  plan  is  unique,  there  are 
some  statutory  provisions  by  which  all  States  abide.  For  example,  in  the  first  year,  a 
State  must  use  70  percent  of  its  grant  to  fijnd  local  partnerships.  That  amount  increases 
to  80  percent  in  the  second  year  and  90  percent  in  the  third  and  succeeding  years. 
Another  important  provision  is  a  10  percent  cap  on  administrative  costs  at  both  the  State 
and  levels 

Based  on  a  telephone  survey  of  State  School-to-Work  Directors,  Mathematica 
Policy  Research,  Inc  reports  that  the  27  implementation  States  have  established  about 
775  local  school-to-work  partnerships.    As  the  Mathematica  report  points  out,  "The 
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ultimate  results  of  STW  system  building  will  be  observed  at  the  local  level  in  the 
changing  educational  experiences  of  American  youths  The  development  of  State-level 
partnerships  and  resources,  however,  will  have  important  effects  on  the  direction  and 
progress  of  STW  system  implementation." 

State  directors  reported  that  they  are  spending  funds  for  forming  and  supporting 
local  partnerships;  marketing  and  public  awareness;  developing  and  providing  technical 
assistance,  conducting  meetings  and  forums;  developing  State  skill  standards;  designing 
curricula  relevant  to  STW;  promoting  business  involvement;  developing  systems  for 
labor  market  analysis;  promoting  outreach  for  special  student  populations;  State 
administrative  and  staff  costs,  evaluation,  and  staff  development. 

The  central  strategy  of  the  School-to- Work  initiative  is  to  encourage  States  to 
support  their  school-to-work  efforts  with  significant  investments  so  that  school-to-work 
systems  will  be  fully  integrated  and  fully  supported  by  State  resources  when  Federal 
funds  are  no  longer  available.  During  the  initial  grant  cycle  in  1994-95,  the  first  eight 
Implementation  Grant  States  received  Federal  grants  totaling  $43  million.  According 
to  a  December  1995  report  by  MPR  Associates,  Inc  ,  those  States  reported  State 
investments  of  $88. 1  million  indicating  that  every  $1  of  Federal  investment  generated 
$2  of  State  investment  in  new  and  redirected  funds  and  in-kind  contributions. 


SCHOOL-TO-WORK  WAIVERS 

Question  To  what  extent  have  States  used  waiver  provisions  provided  by  the 
School-to- Work  Opportunities  Act?  Please  provide  examples  of  waivers  that  have  been 
granted  and  denied,  if  any. 

Answer  To  date,  the  Departments  have  received  six  requests  for  waivers  — 
four  to  waive  provisions  of  the  Job  Training  Partnership  Act  and  two  to  waive 
provisions  of  the  Perkins  Act  Of  these,  two  have  been  withdrawn,  two  are  being 
considered  by  the  Department  of  Labor's  Waiver  Board,  and  two  are  pending  receipt 
of  additional  information  from  the  grantee. 

DIRECT  LOANS 

Question  According  to  your  Justifications,  the  net  Federal  subsidy  rate  of 
certain  types  of  Direct  Loans-PLUS,  Consolidated,  and  Unsubsidized  Stafford  Loans- 
is  actually  negative.  In  other  words,  the  Federal  Government  makes  money  from  these 
loans.  Should  the  Federal  Government  be  in  the  position  of  earning  a  "profit"  from 
families  of  students  attempting  to  finance  an  expensive  postsecondary  education? 

Answer.  Unlike  interest  payments  to  lenders  in  the  guaranteed  loan  program, 
at  least  a  portion  of  which  truly  do  represent  "profits,"  income  from  interest  repayments 
under  Direct  Loans  are  used  to  partially  offset  administrative  and  subsidy  costs 
associated  with  the  program,  thereby  resulting  in  overall  savings  for  the  Federal 
taxpayer 

Second,  your  question  focuses  on  a  critical  difference  between  Direct  Lending 
and  the  bank-based  Federal  Family  Education  Loan  (FFEL)  system:  the  FFEL  system 
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depends  on  ensuring  bank  profits,  while  Direct  Lending  (which  uses  US  Treasury- 
raised  loan  capital)  does  not  Direct  Loans  of  certain  types  yield  a  "profit"  to  the 
taxpayer  because  the  interest  rate  paid  by  borrowers  exceeds  the  Government's  cost  of 
capital 

It  would  be  possible  to  eliminate  this  Direct  Loan  "profit"  simply  by  reducing 
the  borrower's  interest  rate-letting  the  borrower  have  the  benefit  of  the  relatively  low 
cost  of  Treasury  borrowing.  However,  if  the  borrower's  interest  rate  were  reduced  in 
the  FFEL  system,  banks  might  not  wish  to  participate-since  their  profit  would  be 
reduced.  Recall  that  Congress  established  Direct  Loan  interest  rates  and  other  borrower 
terms  to  be  consistent  with  the  existing  FFEL  program.  As  long  as  Congress  chooses 
to  maintain  parallel  student  loan  delivery  systems,  it  probably  makes  sense  to  maintain 
consistent  borrower  interest  rates.  Reducing  interest  rates  in  the  Direct  Loan  program 
but  not  the  FFEL  system  would  result  in  a  differential  benefit  to  Direct  Loan  borrowers. 


FEDERAL  STUDENT  AID  APPLICATION  PROCESSING  BACKLOG 

Question  In  recent  months,  there  has  been  widespread  criticism  of  the 
timeliness  of  student  aid  application  processing  by  the  Department's  contractors  that 
perform  this  service  for  most  institutions  of  higher  education.  What  are  you  doing  to 
prevent  ftjture  delays  in  student  aid  processing? 

Answer.  Even  as  the  Department  was  working  hard  to  clear  out  the  backlogged 
1996-97  applications,  efforts  were  already  underway  to  avoid  similar  future 
occurrences  For  example,  we  held  focus  meetings  with  our  customers  in  the  higher 
education  community  to  get  their  insights  on  application  processing  problems  and  their 
recommendations  for  improving  our 'systems.  As  a  result,  we  have  implemented 
solutions  to  prevent  any  future  delays  in  student  aid  processing.  For  the  future,  we  have 
retained  the  alternate  processing  sites  which  were  set  up  to  alleviate  1996-97  backlogs 
at  the  permanent  sites.  Special  teams  have  been  established  at  each  data  entry 
contractor  to  handle  any  application  processing  problems.  We  have  also  improved 
tracking,  management  and  quality  control  of  student  aid  applications  Renewal 
applications  and  student  aid  reports  have  been  redesigned  to  facilitate  uses  of  the 
imaging  and  scanning  hardware  and  software  The  development  and  testing  activities 
for  the  1997-98  processing  cycle  have  begun  and  are  on  schedule,  with  the  system 
expected  to  start-up  on  time  in  mid-January.  We  will  remain  in  constant  communication 
with  the  higher  education  community  throughout  the  1997-98  application  processing 
development,  testing,  and  start-up  phases,  just  as  we  did  during  the  1996-97  backlog 
period. 

Question.  What  are  the  implications  of  these  "centralized  administration" 
problems  for  the  Department's  proposals  to  expand  the  Direct  Loan  program? 

Answer  The  Department  is  confident  in  its  ability  to  process  Direct  Student 
Loans  efficiently,  accurately,  and  quickly  Indeed,  during  the  student  aid  application 
backlog  period  in  early  1996,  the  Direct  Loan  delivery  system  continued  to  operate 
smoothly  With  the  valuable  experience  gained  during  the  first  two  years  of  limited 
Direct  Loans  availability,  we  are  certain  we  can  continue  to  improve  on  the  already 
successful  Direct  Loan  delivery  system  as  the  program  grows. 
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EFFECT  OF  A  CAP  ON  DIRECT  LOAN  VOLUME 

Question.  The  Senate  budget  resolution  assumes  a  20  percent  cap  on  direct  loan 
volume.  What  would  be  the  effect  on  the  program  if  it  were  capped  at  that  level?  To 
what  extent  would  schools  and  students  already  participating  in  the  program  be  affected 
if  it  were  capped  at  that  level? 

Answer.  Approximately  850  schools  and  535,000  students  currently 
participating  in  the  Direct  Loan  program  would  be  forced  out  of  the  program  in  1997 
if  a  20  percent  cap  was  implemented.  These  institutions  have  chosen  to  participate  in 
Direct  Lending  due  to  its  benefits  to  borrowers  and  schools  Forcing  them  out  of  the 
program  would  be  unfair  and  would  require  them  to  completely  change  their  computer 
programs  and  administrative  operations. 

Additionally,  just  the  threat  of  a  cap,  coupled  with  the  House's  intent  to 
decrease  administrative  funding  for  the  program,  is  having  an  effect.  Many  schools  that 
had  planned  to  join  the  program  beginning  July  1,  1996,  (year  3  of  the  program)  decided 
to  wait  due  to  the  uncertainty  surrounding  future  congressional  action  Additionally, 
Macro  International,  a  Department  contractor  conducting  studies  to  evaluate  how  well 
the  Direct  Loan  program  is  working,  reports  that  due  to  the  current  "political  climate" 
many  schools  have  changed  their  Direct  Loan  implementation  plans  from  full  to 
incremental  phase-in,  others  are  thinking  of  reducing  their  proportion  of  student  loan 
volume  through  Direct  Lending  Every  school  interviewed  for  an  upcoming  report 
expressed  concern  "about  the  future  of  the  program  and  the  effects  a  congressionally 
imposed  cap  might  have  on  the  school's  continuation  in  Direct  Lending." 

DIRECT  LOANS  ADMINISTRATION  COSTS 

Question.  The  Department  has  projected  that  by  fiscal  year  2003,  loan  program 
administration  costs  will  rise  to  approximately  $1  billion  per  year  Why  would  it  ever 
be  appropriate  to  spend  so  much  just  for  administration  of  these  loan  programs? 

Answer  Let  me  first  clarify  that  the  $1  billion  estimate  for  fiscal  year  2003  to 
which  you  refer,  includes  both  over  $100  million  in  administrative  cost  allowances  for 
guaranty  agencies,  a  cost  which  more  appropriately  belongs  to  the  FFEL  program  rather 
than  Direct  Loans-and  a  substantial  portion  of  the  funds  used  to  manage  all  Federal 
student  aid  programs,  including  Pell  Grants  and  campus-based  student  aid. 

Student  loans  enable  millions  of  students  to  gain  postsecondary  education, 
eventually  leading  to  a  higher-paid  workforce  contributing  greater  tax  revenues.  That 
said,  the  Administration  believes  it  entirely  appropriate  to  administer  the  student  loan 
programs  in  the  most  efficient,  effective  way  possible.  Accordingly,  our  policy  stresses 
competition  between  the  guaranteed  and  direct  loan  programs,  which  will  foster  both 
better  service  and  increased  administrative  efficiency.  One  major  benefit  of  Direct 
Loans  is  that  interest  revenue  generated  by  borrower  repayments  to  the  Government 
partially  offsets  both  administrative  costs  and  borrower  subsidies. 

Note  also  that  Direct  Loan  administration  would  represent  less  than  3  percent 
of  loan  volume  in  fiscal  year  2003.  This  compares  favorably  to  the  Department  average 
of  about  2.8  percent  spending  on  all  Federal  administration,  according  to  the 
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Department's  fiscal  year  1997  Congressional  Justification  on  Salaries  and  Expenses. 
The  Department  intends  to  keep  the  Direct  Loan  administration  costs  reasonable  by 
effectively  using  competitively-bid  private  sector  loan  semcing  contracts  throughout 
the  loan  life  cycle. 


Question  Does  this  high  cost  imply  a  flaw  in  your  strategy  of  relying  primarily 
on  Direct  Loans  in  the  future? 

Answer  No.  We  see  no  "flaw"  in  our  approach.  I  should  first  underscore  that 
the  Administration  supports  the  current  law  which  allows  continued  competition 
between  the  direct  and  guaranteed  student  loan  programs.  We  believe  that  such 
competition  results  in  more  flexibility  and  better  service  for  student  and  schools  under 
both  programs.  In  terms  of  the  relative  cost  of  direct  and  guaranteed  loans,  even  though 
there  are  substantial  Federal  administrative  costs  under  Direct  Loans,  the  overall  cost 
of  the  program— administration  and  subsidy— is  still  considerably  below  that  of  the 
guaranteed  loan  program.  This  fact,  combined  with  the  program's  simpler,  more 
manageable  structure  and  ability  to  offer  flexible  repayment  options,  are  the  primary 
reasons  the  Administration  continues  to  support  Direct  Loans 

NATIONAL  LONG-RANGE  TECHNOLOGY  PLAN 

Question.  Title  III  of  the  Elementary  and  Secondary  Education  Act  required  the 
publication  of  a  national  long-range  technology  plan  for  education  in  October  1995. 
Has  this  report  been  released  yet,  and  if  not,  when  do  you  expect  to  release  it? 

Answer  The  report  was  released  by  the  Vice  President  and  the  Secretary  on 
June  29,  1996,  at  a  meeting  of  teachers,  parents,  community  organizers,  and  technology 
specialists 

COORDINATION  OF  FEDERAL  SUPPORT  FOR  TECHNOLOGY 

Question.  Federal  support  for  the  application  of  information  technology  to 
elementary  and  secondary  education  is  provided  through  many  different  programs  and 
many  different  Federal  agencies.  Do  you  believe  there  should  be  a  more  coordinated 
Federal  role  in  this  area  and  what  steps  are  you  taking  to  achieve  that  coordination? 
Under  the  National  Long-Range  Technology  Plan,  will  you  propose  to  increase  the 
coordination  and  coherence  of  Federal  support  for  information  technology  in  education? 

Answer.  You  are  correct  that  many  programs  in  the  Department  and  in  several 
other  agencies  can  provide  support  for  the  use  of  technology  in  elementary  and 
secondary  education.  We  have  put  a  good  deal  of  effort  into  coordinating  these 
programs,  both  within  the  Department  and  across  the  Government,  and  plan  to  do  more. 
Most  importantly,  we  have  provided  a  focus  for  the  Federal  effort,  and  for  State,  local 
and  private  sector  efforts,  by  laying  out  four  specific  goals  for  the  introduction  and 
universal  use  of  technology  in  schools. 

The  National  Long-Range  Technology  Plan  centers  around  these  four  goals,  and, 
in  the  Chapter  titled  "Roles  Supporting  Local  Action  Plans,"  sets  out  a  coherent  strategy 
and  steps  leading  to  increased  coordination  among  agencies  and  increased  use  of 
educational  technology  in  schools     For  example,  the  plan  describes  the  role  of  the 
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Technology  Literacy  Challenge  Fund;  the  provision  of  affordable  connections  through 
Federal  Communications  Commission  regulations  (pending  this  November);  efforts  to 
improve  professional  development  through  fijnding  from  the  Departments  of  Education 
and  Energy,  NASA,  and  the  National  Science  Foundation;  and  several  other  areas  of 
work  and  sources  for  funding  for  them 

Within  the  Department,  we  are  looking  at  all  of  our  programs  to  identify  the 
ways  that  computers  and  telecommunications  resources  can  help  accomplish  program 
purposes,  and  we  are  encouraging  States  and  districts  to  consider  greater  use  of 
technology  in  carrying  out  activities  under  those  programs. 

However,  since  needs  vary  widely,  the  operational  coordination  of  resources 
provided  from  various  Federal  sources  will  necessarily  and  properly  take  place  at  the 
State  and  local  levels.  The  Department  has  taken  steps  to  encourage  coordination  and 
consolidated  planning  at  the  State  and  local  levels.  First-year  Goals  2000  funds 
provided  States  with  monies  to  plan  for  the  use  of  educational  technology  as  part  of 
school  refoim.  Under  the  proposed  Technology  Literacy  Challenge  Fund,  States  would 
submit  plans  for  meeting  State-set  benchmarks  related  to  the  four  goals  for  use  of 
educational  technology;  in  turn,  local  school  districts  would  propose  to  the  State  how 
they  would  fully  integrate  technology  into  the  curriculum.  These  plans  could 
encompass  activities  across  all  sources  of  funding  for  educational  technology.  Federal, 
State,  local,  and  private,  not  just  the  resources  from  the  Fund.  Waivers  and  less 
regulation  are  the  other  ways  the  Department  is  promoting  the  flexibility  that  will  enable 
States  and  local  school  districts  to  achieve  greater  coordination  and  coherence  in  their 
use  of  Federal  funds  for  educational  technology. 


STATUS  AND  COST  OF  EDUCATIONAL  TECHNOLOGY 

Question.  The  Administration  has  identified  access  to  information  technology 
and  application  of  this  technology  as  critical  elements  in  improving  U.S.  elementary  and 
secondary  schools.  What  is  the  current  status  of  information  technology  in  the  schools? 
How  far  do  you  believe  our  schools  to  be  from  fully  integrating  technology  into  all 
children's  education? 

Answer  On  average,  schools  are  currently  not  well  equipped  to  use  technology 
effectively  for  education. 

Only  9  percent  of  all  instructional  rooms  (classrooms,  labs,  and  media  centers) 
in  public  schools  are  connected  to  the  Internet.  Lack  of  funding  and  inadequate 
telecommunications  access  points  in  the  building  were  most  often  cited  by  survey 
respondents  as  the  major  barriers  to  acquiring  or  using  advanced  telecommunications 
technologies. 

Although  at  least  three-quarters  of  schools  report  having  sufficient  computers 
and  televisions  for  instructional  purposes,  they  do  not  have  the  system  or  building 
infrastructure  (such  as  networks,  modems,  modem  lines,  conduits,  cables,  electrical 
wiring)  needed  for  telecommunications  and  access  to  the  resources  of  the  Internet. 

Only  4  percent  of  schools  have  more  than  one  computer  for  every  five  students. 
Students  spend  an  average  of  8  minutes  a  day  using  computers  in  learning. 
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One-half  of  computers  are  in  labs,  only  24  percent  of  schools  have  computers 
in  every  classroom 

While  the  average  number  of  computers  per  public  school  is  72,  there  are  on 
average  60  computers  per  elementary  school  and  1 1 2  computers  per  secondary  school— 
I  computer  for  every  7  elementary  school  children  and  I  computer  for  every 
6  secondary  school  students.  Rural  schools  have  less  access  to  computers,  averaging 
54  computers  per  school.  High  poverty  schools  are  also  less  likely  to  have  access 

Conservative  estimates  indicate  that  nearly  half  the  computers  in  schools  are 
early-model  Apple  computers.  These  and  many  Apple  Macintosh  and  IBM  clones  lack 
the  capability  to  use  the  Internet  and  new  multimedia  technology 

COST  TO  ACHIEVE  FULL  INTEGRATION  OF  TECHNOLOGY 

Question  How  much  will  it  cost  to  achieve  that  full  integration  of  technology? 
How  would  you  propose  that  these  costs  be  met  and  by  whom? 

Answer.  There  are  a  number  of  estimates,  from  a  variety  of  sources.  The 
National  Long-Range  Technology  Plan  cites  estimates  from  McKinsey  and  Company 
of  $109  billion  over  10  years,  or  about  $1 1  billion  per  year,  to  provide  one  multimedia 
computer  for  every  five  students,  connect  every  classroom  to  the  information 
superhighway,  train  every  teacher,  and  develop  and  provide  adequate  software.  The 
Plan  also  cites  RAND  Corporation's  studies  of  technology-rich  schools,  which  put  the 
combined  initial  and  ongoing  costs  at  between  $8  and  $20  billion  per  year  over  five 
years  The  Congressional  Research  Service  cites  a  range  of  estimates  for  up-front  costs 
of  between  $9.35  billion  and  $22.05  billion,  with  annual  costs  ranging  from 
$1  75  billion  to  $4.61  billion  for  a  "baseline"  model  that  provides  students  and  teachers 
with  the  capability  to  fijlly  engage  in  telecommunications  opportunities.  Current 
expenditures  for  technology  are  about  $3.3  billion,  so  the  cost  of  reaching  the  four  goals 
included  in  the  National  Long-Range  Technology  Plan  would  represent  a  three-  to  six- 
fold increase  over  current  spending  for  educational  technology.  In  the  context  of  all 
public  spending  for  elementary  and  secondary  education,  these  cost  estimates  represent 
from  3  to  7  percent  of  total  expenditures  for  the  1994-95  school  year,  a  substantial  shift 
from  the  current  1  3  percent,  but  not  out  of  reach. 

The  costs  would  largely  be  met  from  State,  local,  and  private  sources.  Sources 
of  funding  would  be  locally  determined  and  would  vary  both  within  a  State  and  from 
one  State  to  another.  Our  proposal  for  the  Technology  Literacy  Challenge  Fund  would 
provide  each  State  with  Federal  funds  to  help  stimulate  the  State,  local,  and  private 
sector  efforts  needed  to  ensure  fijil  integration  of  technology  in  all  schools.  States 
would  have  to  plan  for  this  full  integration  and  would  ensure  that  no  schools  are  left  out. 

TECHNOLOGY  AND  NON-TRADITIONAL  AND  PRIVATE  SCHOOLS 

Question  The  Local  Innovation  Challenge  Fund  and  the  Technology  Literacy 
Challenge  Fund  seem  to  be  tied  to  traditional  school  structures  based  on  school  districts. 
How  will  innovative  and  non-traditional  schools  (e.g.  legally  independent  charter 
schools)  be  treated?  How,  for  example,  will  a  private  inner  city  school  be  treated  that 
serves  disadvantaged  students  with  "the  greatest  need  for  education  technology"  but 
lacks  the  funds  "to  become  part  of  the  Information  Age"? 
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Answer  A  legally  independent  charter  school  that  could  meet  the  definition  of 
a  local  educational  agency  (in  section  14101(18)  of  the  Elementary  and  Secondary 
Education  Act  (ESEA))  by,  for  example,  being  a  "public  institution  or  agency  having 
administrative  control  and  direction  of  a  public  elementary  or  secondary  school"  would 
be  eligible  to  apply  as  a  local  educational  agency  for  assistance  under  the  Technology 
Literacy  Challenge  Fund  To  apply  for  the  Local  Innovation  Challenge  Fund,  a  legally 
independent  charter  school  would  be  required  (as  all  applicants  are)  to  be  part  of  a 
consortium  that  includes  at  least  one  local  educational  agency  with  a  high  proportion 
or  number  of  children  living  below  the  poverty  line.  As  noted  above,  a  legally 
independent  charter  school,  if  it  met  the  requirements  of  the  ESEA  definition,  could  be 
considered  an  LEA  under  this  program. 

The  ESEA  also  provides  for  serving,  under  the  Technology  Literacy  Challenge 
Fund  and  the  Local  Innovation  Challenge  Fund,  disadvantaged  students  who  attend 
private,  inner  city  schools.  First,  both  of  these  programs  are  to  serve  areas  with  a  high 
number  or  percentage  of  disadvantaged  students  or  the  greatest  need  for  educational 
technology.  Second,  private  school  children  and  teachers,  consistent  with  the  number 
of  eligible  children  in  a  State  educational  agency,  a  local  educational  agency,  an 
educational  service  agency,  or  a  consortium  of  such  agencies  receiving  financial 
assistance  under  these  programs,  are  to  be  provided,  on  an  equitable  basis,  special 
educational  services  or  other  benefits  of  the  programs.  By  concentrating  on  areas  with 
a  high  number  or  percentage  of  disadvantaged  students  and  providing  for  the  equitable 
participation  of  private  school  students,  these  programs  should  be  able  to  respond  to  the 
needs  of  disadvantaged  students  attending  private,  inner  city  schools. 

CHARTER  SCHOOLS 

Question  To  what  extent  have  States  used  Goals  2000  funds  to  support  charter 
schools'!'  Please  include  a  list  of  States  and  the  respective  amounts  used  to  support 
charter  schools. 

Answer.  There  are  at  least  three  States  that  are  using  Goals  2000  money  to 
support  charter  schools — Massachusetts,  Michigan,  and  Minnesota.  Massachusetts  is 
currently  spending  approximately  $12,000  for  activities  associated  with  charter  schools; 
Minnesota  is  spending  approximately  $20,500,  and  Michigan  is  spending  approximately 
$1  million. 

Question.  To  what  extent  have  States  and  schools  been  awarded  grants  under 
the  Charter  Schools  Grant  program? 

Answer  The  Department  used  first-year  funding  to  make  grants  to  1 0  States  and 
2  schools.  For  that  initial  competition,  we  received  applications  from  14  State 
educational  agencies  and  3  eligible  applicants. 

Question.  What  States,  if  any,  have  established  revolving  ftinds  to  support 
charter  schools'' 

Answer.  Michigan  and  Texas  have  set  up  revolving  loan  fimds.  Michigan  has 
made  loans  totaling  $45,000  to  three  schools,  and  Texas  has  made  five  loans  of  $9,400 
each.  In  addition,  California  will  use  a  portion  of  its  second-year  ftinding  to  establish 
a  loan  fijnd  Minnesota  planned  to  make  loans  with  some  of  its  Federal  fiinds,  but  a 
provision  in  State  law  prohibits  the  State  agency  from  taking  this  action 
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STATES  AND  SCHOOLS  RECEIVING  CHARTER  SCHOOLS  FUNDS 

Question  Please  include  a  list  of  States  and,  where  applicable,  a  list  of  schools 
that  have  received  grants  under  the  program 

Answer  The  following  is  a  list  of  the  10  States  and  2  schools  that  received 
fiscal  year  1995  Federal  Charter  Schools  grants  and,  for  some  States,  the  names  of  the 
charter  schools  that  received  subgrants  of  Federal  funds.  Not  all  States  supplied  the 
Department  with  lists  of  schools  because  the  annual  performance  report  that  grantees 
submit  to  the  Department  does  not  request  this  specific  information. 

Fiscal  Year  1995 
Public  Charter  Schools  Program  Grantees 

Arizona  $750,000 

Used  its  Federal  grant  to  provide  funds  to  34  charter  schools.  Awards  ranged 
from  $5,000  to  $55,000. 

California  $727,413 

Plans  to  make  awards  to  about  50  schools.  Applications  were  due  to  the  State 
Department  of  Education  on  July  12. 

Colorado  $728,522 

Received  30  applications  and  funded  the  following  24  schools: 

Connect  School 

Lake  George/Guffey  Charter  School 

Community  Involved  Charter  School 

Sci  Tech  Academy 

Jefferson  Academy  Charter  School 

Battlerock  Charter  School 

Carbondale  Community  School 

Eagle  County  Charter  Academy 

Cheyenne  Mountain  Charter  School 

The  Excel  School 

PS.  1 

Community  of  Learners 

Marble  Charter  School 

Core  Knowledge  Charter  School 

Academy  Charter  School 

Globe  Charter  School 

Academy  of  Charter  Schools 

Cherry  Creek  Academy 

Summit  Middle  School 

Renaissance  Public  School 

Edison  Charter  School 
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Lewis-Palmer  Charter  Academy 

Renaissance  School 

Pueblo  School  for  Arts  and  Sciences 

Georgia  $600,000 

Used  its  Federal  funds  to  make  12  planning  grants  (in  addition  to  8  planning 
grants  made  with  State  funds)  and  provided  start-up  funding  to  7  new  charter 
schools. 

Louisiana  $336,000 

Made  awards  to  eight  school  districts  to  pilot  charter  schools. 
Massachusetts  $829,451 

Made  awards  to  the  following  21  charter  schools: 

Academy  of  the  Pacific  Rim 

Atlantis 

Benjamin  Banneker  Charter  School 

Benjamin  Franklin  Classical 

Boston  Renaissance 

Cape  Cod  Lighthouse 

Chelmsford  Public 

City  on  a  Hill 

Community  Day 

Francis  W.  Parker 

Hilltown  Cooperative 

Lawrence  Family  Development 

Lowell  Middlesex  Academy 

Marblehead  Community 

Martha's  Vineyard 

Neighborhood  House 

North  Star  Academy 

Sabis  International 

Seven  Hills 

Somerville  International 

YouthBuild  Boston 

Michigan  $361,047 

Made  grants  or  loans  to  the  following  13  charter  schools: 

Fennville  Charter  School 

Lake  Bluff  Academy 

Lakeshore  Public  School  Academy 

Midland  Academy  of  Advanced  and  Creative  Studies 

Monroe  Development  Academy 
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Northside  Preparatory  School 
Renaissance  Public  School  Academy 
Summit  Academy 
Traverse  Bay  Community  School 
Walter  French  Academy 
Woodward  Academy 
Mid-Michigan  Public  School 
Oakland  Livingston  Charter  School 

Minnesota  $500,000 

Received  19  applications  and  funded  14  schools. 
New  Mexico 

The  Department  awarded  fiinds  directly  to  the  following  two  schools: 

Taylor  Middle  School  $30,000 

Broad  Horizons  Educational  Center  $47,607 

Oregon  $286,566 

Received  32  applications  and  fiinded  21  planning  grants  and  5  implementation 
grants. 

Texas  $250,000 

Twelve  schools  received  grants  of  $  1 5,850  each.  Most  of  the  remaining  funds 
were  used  for  the  revolving  loan  fund 

USES  OF  CHARTER  SCHOOLS  FUNDS 

Question  What  information  is  available  on  the  extent  to  which  Federal  charter 
schools  grants  have  supported  new  schools  vs.  conversions  of  existing  schools?  If 
available,  what  is  the  distribution  by  State?  What  is  the  distribution  of  direct  Federal 
grants? 

Answer.  We  do  not  currently  have  data  on  the  extent  to  which  grantees  are 
using  Federal  Charter  Schools  funds  to  support  new  charter  schools  or  conversions  of 
existing  schools,  except  that  the  two  charter  schools  in  New  Mexico  that  received  direct 
funding  from  the  Department  are  conversions  However,  the  Department-funded 
national  evaluation  of  charter  schools  includes  a  survey  of  the  universe  of  charter 
schools,  and  respondents  have  been  asked  whether  their  charter  school  is  a  newly 
created  or  pre-existing  school.  Results  from  the  survey  will  be  available  this  fall. 

CHARTER  SCHOOLS  NATIONAL  ACTIVITIES 

Question.  What  activities  have  been  supported  under  the  national  activities 
authority  of  the  Charter  Schools  program  by  year? 


506 


Answer.  With  fiscal  year  1995  national  activities  funds,  the  Department 
initiated  a  four-year  contract  for  the  national  evaluation  of  charter  schools  and  paid  for 
peer  review  of  grant  applications.  In  1996,  the  Department  is  undertaking  a  wider  range 
of  projects.  In  addition  to  funding  the  evaluation  and  peer  review,  the  Department 
helped  sponsor  a  major  national  charter  schools  meeting.  Held  at  the  Skills  for 
Tomorrow  charter  school  in  Minneapolis,  the  two-day  meeting  brought  together 
approximately  70  people  with  a  wide  range  of  perspectives  on  and  experiences  with 
charter  schools.  Participants  came  from  across  the  country  and  included  charter  school 
developers,  operators,  and  teachers,  representatives  from  new  charter  school  States; 
State  policy  makers;  and  researchers.  The  meeting's  small  size  enabled  attendees  to 
discuss  lessons  learned  in  key  issue  areas  --  for  example,  accountability,  governance, 
start-up  costs,  facilities,  and  administrative  and  financial  management.  Representatives 
from  States  with  new  charter  school  laws  found  the  exposure  to  charter  school 
developers,  operators,  and  teachers  to  be  particularly  valuable  Groups  produced  a  set 
of  next  steps  for  the  charter  schools  movement,  and  the  Department  intends  to  use  ideas 
generated  at  the  meeting  to  plan  further  national  activities.  The  Department  will 
distribute  a  written  summary  of  the  meeting  this  fall. 

In  addition  to  supporting  the  Minnesota  meeting,  the  Department  is  using  fiscal 
year  1996  funds  to  develop  two  documents  —  one  will  cover  charter  school  legislative 
policy  and  will  include  model  charter  school  laws  and  the  other  will  be  a  guide  for 
chartering  authorities.  The  Department  will  also  support  one-day  meetings  in  the 
District  of  Columbia,  Florida,  New  Jersey,  North  Carolina,  and  South  Carolina  -  States 
with  new  charter  school  laws.  These  meetings,  which  will  be  conducted  by  State  and 
local  groups,  will  provide  participants  with  an  overview  of  charter  schools  and  the  start- 
up process  and  an  opportunity  to  hear  from  people  who  are  operating  charter  schools. 
Finally,  we  will  sponsor  two  one-day  meetings  to  examine  more  closely  issues,  such  as 
assessment  and  accountability  and  business  management,  identified  at  the  Minnesota 
meeting  In  designing  each  of  these  activities,  the  Department  has  consulted  closely 
with  individuals  at  the  State  and  local  levels. 


Question.  What  activities  are  expected  to  be  supported  in  fiscal  year  1997? 

Answer.  For  fiscal  year  1997,  the  Department  will  support  the  third  year  of  the 
national  charter  schools  evaluation  and  other  activities  that  people  who  work  on  charter 
schools  have  indicated  would  assist  their  progress.  Such  activities  might  include 
developing  a  computer  web  site  and  model  charter  school  contracts,  convening  regional 
meetings  organized  around  issues  of  critical  importance  to  charter  schools,  such  as 
assessment  and  accountability  and  managing  the  business  side  of  charter  schools;  and 
compiling  written  guides  for  charter  school  developers. 

Question.  Has  the  Department  begun  developing  model  contracts  for  charter 
schools? 

Answer.  The  Department  plans  to  fiind  the  development  of  model  charter  school 
contracts  in  fiscal  year  1997.  The  Department  has  already  shared  examples  of  charter 
schools  contracts  with  individuals  who  have  requested  them.  We  will  continue  this 
practice  until  the  development  of  our  own  model  contracts  is  complete. 
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PRIVATE  MANAGEMENT  OF  SCHOOLS 

Question  In  what  ways  does  the  Department  of  Education  support  private 
management  in  education? 

Answer  States  and  localities  have  the  authority  to  use  Federal  funds  for 
activities  related  to  private  management  of  schools  under  the  Charter  Schools  program 
and  Goals  2000. 


Question.  Have  States  used  any  of  their  Goals  2000  funds  to  plan  and  evaluate 
private  management  projects,  as  is  permitted  under  the  Acf^    If  so,  which  States? 

Answer.  While  we  do  not  have  reports  covering  all  State  uses  of  Goals  2000 
funds,  we  do  know  that  at  least  some  of  Massachusetts  Goals  2000  flinds  are  going  for 
this  purpose — particularly  for  activities  associated  with  charter  schools.  Some  of  the 
Charter  Schools  in  Arizona  and  Minnesota  are  also  being  run  by  private  companies,  but 
we  do  not  yet  know  if  any  of  the  Goals  2000  funds  in  these  States  are  being  used  to 
support  these  efforts. 


PROGRAM  ADMINISTRATION  COSTS— FISCAL  YEARS  1995-1997 

Question.  Your  request  for  "Departmental  Management"  is  approximately  the 
same  as  the  fiscal  year  1995  level.  However,  these  figures  exclude  funds  for  Federal 
administration  of  the  Direct  and  Federal  Family  Education  Loan  programs.  How  does 
your  fiscal  year  1997  request  for  total  administrative  costs,  including  loan  program 
administration,  compare  to  the  fiscal  year  1995  and  fiscal  year  1996  levels? 

Answer.  In  1995,  the  total  budget  authority  for  Salaries  and  Expenses, 
excluding  funds  for  the  National  Institute  for  Literacy  grants  and  for  Administrative 
Expense  Allowances  to  non-Federal  guaranty  agencies  under  the  Direct  Loan  program, 
was  $588  million.  The  comparable  figure  for  1996  was  $758  million  and  for  1997  the 
request  is  $859  million  The  increase  is  primarily  due  to  the  increase  in  Section  458 
administrative  costs  for  the  Direct  Loan  program. 

PROGRAM  ADMINISTRATION— FULL-TIME  EQUIVALENT  STAFF 

Question.  Your  request  includes  a  ceiling  on  full-time  equivalent  staff  for  the 
Department  of  4,613  for  fiscal  year  1997,  compared  to  4,816  in  fiscal  year  1995.  What 
would  be  the  trend  over  this  time  period  in  total  staff  if  contractors,  such  as  those  paid 
through  loan  program  administration  funds,  were  included? 

Answer.  The  Department  does  not  keep  track  of  the  number  of  employees  hired 
by  contractors  to  fulfill  contractual  obligations.  However,  a  very  rough  estimate 
indicates  that  there  are  currently  somewhere  around  4.000  employees  paid  with 
Department  contractual  funds  The  number  will  not  change  appreciably  in  1997. 
Therefore,  the  downward  trend  remains,  even  if  contractors  are  included. 
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MINORITY  PARTICIPATION  IN  GIFTED  PROGRAMS 

Question  According  to  the  New  York  Times  of  April  16,  1996,  "School 
Disparities  Cited  in  Gifted  Programs,"  a  report  by  the  Association  of  Community 
Organizations  for  Reform  Now  (Acorn)  describes  a  two-tiered  system  whereby  minority 
children  are  denied  equal  access  to  programs  for  gifted  students.  According  to  the 
article,  school  administrators  did  not  offer  parents  of  minority  students  the  same 
information  on  gifted  programs  they  offered  to  white  parents.  To  what  extent  do  you 
think  these  conditions  exist  in  the  gifted  program  nationwide? 

Answer.  It  is  difficult  to  generalize  regarding  such  practices  because  many 
schools  with  appropriate  identification  and  assessment  procedures  ensure  that  all 
students,  regardless  of  race  or  ethnicity,  have  the  opportunity  to  participate  in  gifted  and 
talented  programs.  Unfortunately,  however,  there  are  many  schools  in  which  referral 
procedures,  assessment  practices,  and  parental  notification  efforts  do  not  result  in  equal 
opportunities  for  all  students.  Notably,  the  Department's  Office  for  Civil  Rights  (OCR) 
has  for  the  past  three  years  worked  proactively  in  this  area  to  ensure  nondiscrimination 
in  the  access  to  and  participation  in  gifted  and  talented  programs.  OCR's  experience 
generally  indicates  that  minority  students  are  underrepresented  in  gifted  programs.  In 
such  cases.  State  departments  of  education,  school  districts,  and  schools  need  to 
examine  the  institutional  barriers  that  may  operate  to  exclude  inappropriately  minority 
children  from  gifted  programs.  Such  barriers  often  include  ineffective  identification 
mechanisms  and  inappropriate  and  exclusive  reliance  on  standardized  tests  for 
placement,  to  the  exclusion  of  better  assessments,  examination  of  classroom 
performance,  and  other  educational  factors  relevant  to  the  issue. 


Question    Should  gifted  funds  be  better  targeted  for  minority  students? 

Answer  The  Secretary  is  required  by  the  authorizing  statute  to  give  the  highest 
priority  in  the  administration  of  the  Javits  Gifted  and  Talented  Students  Education 
program  to  the  identification  of  and  the  provision  of  services  to  gifted  and  talented 
students  who  may  not  be  identified  and  served  through  traditional  assessment  methods, 
including  economically  disadvantaged,  limited-English  proficient,  and  disabled 
students.  At  least  one-half  of  the  applications  approved  for  funding  each  year  must 
address  this  priority  Because  many,  if  not  most,  applicants  address  the  priority,  more 
than  half  of  the  ftmded  applications  actually  address  the  priority.  The  problem  is  the 
limited  scope  of  the  program  In  fiscal  year  1996,  funding  for  the  Javits  program  was 
reduced  to  $3  million  Of  that  amount,  30  percent  had  to  be  used  for  the  national 
research  center  The  center  is  addressing  issues  related  to  the  program  priority,  but  very 
little  money  is  available  for  supporting  projects  directed  at  serving  gifted  and  talented 
children  or  at  building  State  and  local  capacity  for  serving  them.  The  Administration's 
request  of  $  1 0  million  for  the  Javits  program  would  permit  us  to  nearly  quadruple  our 
support  for  such  projects. 

RACE-BASED  SCHOLARSHIPS 

Question  According  to  the  New  York  Times  of  April  16,  1996,  "Texas 
Dismantling  Scholarship  Intended  for  Minority  Students,"  as  a  result  of  the  Federal 
court  ruling  that  struck  down  race-based  preferences  in  admissions  at  the  University  of 
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Texas  Law  School,  Texas  plans  to  dismantle  a  statewide  minority  scholarship  program 
that  was  created  under  a  Federal  desegregation  order.  A  second  article  of  April  21. 
"College  Affirmative  Action  resuming  in  Texas,  for  Now,"  indicates  that  public 
universities  in  Texas  would  resume  using  race  as  a  factor  in  admissions  and  scholarship 
decisions,  at  least  on  a  temporary  basis,  after  a  Federal  appeals  court  granted  them  a  stay 
on  a  major  riiling  on  April  19  The  case  has  been  filed  at  the  Supreme  Court;  it  is 
expected  that  decision  on  certiorari  will  be  issued  in  5  to  8  weeks  What  is  the 
Department's  position  on  race-based  preferences  in  postsecondary  admission  policies? 

Answer  The  Department's  position  on  race-based  scholarships  was  reaffirmed 
in  a  letter  sent  by  the  General  Counsel  of  the  Department  of  Education  to  College  and 
University  Counsels  on  July  30,  1996.  I  would  like  to  insert  a  copy  of  that  letter  for  the 
record. 

LETTER  FROM  JUDITH  A.  WINSTON,  GENERAL  COUNSEL, 
DEPARTMENT  OF  EDUCATION 

Dear  College  and  University  Counsel:  -^"^^  30,  1996 

I  an  writing  to  reaffirm  the  Department  of  Education's 
position  that,  under  the  Constitution  and  Title  VI  of  the  Civil 
Rights  Act  of  1964,  it  is  permissible  in  appropriate 
circumstances  for  colleges  and  universities  to  consider  race  in 
making  admissions  decisions  and  granting  financial  aid.   They  may 
do  so  to  promote  diversity  of  their  student  body,  consistent  with 
Justice  Powell's  landmark  opinion  in  Regents  of  the  University  of 
California  v.  Bakke.  438  U.S.  265,  311-315  (1978).   See  also 
Wygant  v.  Jackson  Bd.  of  Education.  476  U.S.  267,  286  (1986) 
(O'Connor,  J.,  concurring).   They  also  may  do  so  to  remedy  the 
continuing  effects  of  discrimination  by  the  institution  itself  or 
within  the  state  or  local  educational  system  as  a  whole.' 

The  Department's  position  is  reflected  in  its  published 
regulations  and  its  guidances  on  the  application  of  Bakke.  race- 
targeted  financial  assistance,  and  desegregation  of  institutions 
of  liigher  education.'  That  position  has  not  changed  as  a  result 
of  the  Fifth  Circuit's  decision  earlier  this  year  in  the  Hopwood 
case  or  the  Supreme  Court's  recent  determination  not  to  grant 
certiorari  to  review  the  Fifth  Circuit's  decision.   Hopwood  v. 
Texas.  78  F.3d  932  (5th  Cir.  1996),  cert,  denied.  Texas  v. 
Hopwood .  No.  95-1773  (July  1,  1996). 

In  denying  certiorari .  the  Supreme  Court  neither  affirmed 
nor  reversed  the  Fifth  Circuit  panel's  decision  in  Hopwood.  which 
took  the  position  that  the  University  of  Texas  Law  School  could 
not  take  race  into  account  in  admissions  either  to  promote 
diversity  or  to  remedy  the  effects  of  the  State's  formerly 


'   City  of  Richmond  v.  J. A.  Croson  Co. .  488  U.S.  469,  491-92 
(1989);  United  States  v.  Fordice.  505  U.S.  717,  732  n.7  (1992). 

'  34  CFR  Part  100;  Race-targeted  Financial  Aid  Notice,  59 
Federal  Register  8756  (Feb.  23,  -1994);  Fordice  Notice,  59  Federal 
Register  4271  (Jan.  31,  1994);  Bakke  Notice,  44  Federal  Register 
58509  (Oct.  10,  1979);  Sept.  7,  1995  letter  from  Judith  Winston, 
General  Counsel,  United  States  Department  of  Education,  to 
College  and  University  Counsel  regarding  the  Supreme  Court's 
denial  of  certiorari  in  Podbereskv  v.  Kirwin.  38  F.3d  147  (4th 
Cir.  1994)  and  its  decision  in  Adarand  Constructor?  v.  Pena.  115 
S.  Ct  2097  (1995);  Revised  Criteria  Specifying  the  Ingredients  of 
Acceptable  Plans  to  Desegregate  State  Systems  of  Public  Higher 
Education,  43  Federal  Register  6658 
(Feb.  12,  1978)  . 
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segregated  system  of  public  education,  but  could  only  seek  to 
remedy  the  Law  School's  own  discrimination.   The  denial  of 
certiorari  does  not  mean  that  the  Supreme  Court  departed  from 
Justi^re  Powell's  opinion  in  Bakkg  that  -a  college  or  university 
has  a  compelling  interest  in  taking  race  into  account  in  a 
properly  devised  admissions  program  to  achieve  a  diverse  student 
body.   Nor  does  it  mean  that  the  Supreme  Court  accepts  the  Fifth 
Circuit's  narrow  view  of  the  permissible  remedial 
predicate  justifying  the  consideration  of  race  by  institutions  of 
higher  education. 

Consequently,  the  Department  continues  to  believe  that, 
outside  of  the  Fifth  Circuit,  it  is  permissible  for  an 
educational  institution  to  consider  race  in  a  narrowly  tailored 
manner  in  either  its  admissions  program  or  its  financial  aid 
program  in  order  to  achieve  a  diverse  student  body  or  to  remedy 
the  effects  of  past  discrimination  in  education  systems.   Within 
the  Fifth  Circuit,  the  law  is  unclear  after  the  panel's  decision 
in  Hopwood.^   Given  this  uncertainty,  the  Department  will  await 
further  proceedings  in  the  case,  which  is  now  on  remand  from  the 
panel  decision,  or  subsequent  rulings  in  other  cases  before 
determining  whether  further  guidance  is  necessary. 

The  Department's  Office  of  Civil  Rights  will  continue  to 
provide  technical  assistance  to  institutions  in  their  efforts  to 
develop  programs  that  comply  with  Title  VI  of  the  Civil  Rights 
Act  of  1964. 

Sincerely, 


Judith  A.  Winston 


'  See  Texas  v.  Hopwood .  No.  95-1773  (July  1,  1996)  (opinion 
of  Ginsburg,  J.  joined  by  Souter,  J.);  Whittmer  v.  Howard  A. 
Peters  III.  1996  WL  363399,  2-3  (7th  Cir.  1996);  HopwQod  v.  Statg 
of  Texas.  84  F.3d  720,  722-24  (5th  Cir.  1996)  (Politz,  King, 
Wiener,  Benavides,  Stewart,  Parker  and  Dennis,  JJ. ,  dissenting), 
724-25  (Stewart,  J.,  dissenting). 

EFFECT  OF  RACE-BASED  SCHOLARSHIP  COURT  DECISIONS 

Question  What  do  you  anticipate  the  effects  from  these  court  decisions  to  be, 
if  any,  on  students  who  currently  qualify  for  Federal  student  assistance'' 

Answer  The  Department's  major  student  aid  programs  such  as  Federal  Pell 
Grants.  Federal  Direct  Student  Loans,  and  Federal  Family  Education  Loans  do  not  use 
race  as  a  factor  and,  therefore,  would  not  be  affected  by  this  ruling 


FEDERAL  STUDENT  AID  FOR  BLACK  STUDENTS 
ATTENDING  HISTORICALLY  BLACK  COLLEGES  AND  UNIVERSITIES 

Question  According  to  the  New  York  Times  of  April  24,  1996,  "Equal 
Admission  Standards  Leave  Mississippi's  Black  Universities  Wary,"  a  Federal  circuit 
court  decision  to  mandate  equal  admission  standards  for  Mississippi's  black  and  white 
state  universities  could  reduce  the  number  of  black  college  students,  particularly  at 
Mississippi's  three  historically  black  State  universities  These  historically  black 
institutions  had  accepted  lower  standardized  test  scores  for  admission  in  the  past  to  help 
provide  "equal"  opportunity  for  low-income  disadvantaged  black  students 
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How  much  Federal  student  aid  now  goes  to  black  students  attending  histoncally 
Black  colleges'' 

Answer  More  than  $1  billion,  or  some  2  5  percent,  of  all  Federal  student  aid 
was  awarded  to  African  American  students  attending  Historically  Black  Colleges  and 
Universities  in  academic  year  1992-1993  (the  most  recent  year  for  which  data  are 
available) 

Question    What  do  you  think  would  be  the  effect  of  this  ruling^ 

Answer  The  issues  under  question  are  still  under  litigation.  The  position  of  the 
United  States  is  set  out,  in  part,  in  the  brief  of  the  United  States  in  the  case  of  Avers  and 
the  United  States  of  America  v  Fordice.  No  95-60431,  in  the  US  Court  of  Appeals  for 
the  Fifth  Circuit,  a  copy  of  which  has  been  provided  to  the  subcommittee 

DROPOUT  PREVENTION  PROGRAMS  AND  TEEN  PREGNANCY 

Question  While  there  have  been  negative  findings  on  the  effectiveness  of  high 
school  dropout  prevention  programs  as  a  whole,  there  have  been  positive  findings  on 
some  specific  dropout  prevention  programs  like  ones  operating  in  Detroit,  Michigan  and 
Cushing,  Oklahoma    Have  these  positive  findings  been  replicated  by  other  programs? 

Answer  The  Detroit,  Michigan  and  Cushing,  Oklahoma  projects  were  2  of 
12  dropout  demonstration  sites  fijnded  by  the  Department's  Office  of  Vocational  and 
Adult  Education  from  1989  to  1992  We  are  not  aware  of  whether  any  of  the  program 
designs  have  been  replicated  successfully.  However,  information  on  all  of  the 
demonstration  projects  was  disseminated  widely  by  the  Department,  the  grantees,  and 
through  the  National  Dropout  Prevention  Center  For  example,  the  National  Dropout 
Prevention  Center  published  "Vocational  Education  for  the  21st  Century,"  which 
featured  descriptions  of  each  of  the  projects  and  contact  information  for  all  of  them  In 
addition,  most  grantees  presented  information  about  their  projects  at  national 
conferences,  and  some  traveled  to  other  school  districts  to  provide  direct  technical 
assistance  on  how  to  replicate  their  model  programs 

Question  Have  any  of  these  programs  been  effective  in  reducing  teen 
pregnancy'' 

Answer  The  Department  ftinded  a  rigorous  evaluation  of  the  1 2  dropout 
demonstration  sites,  however,  the  study,  released  in  June  1995,  did  not  look  at  their 
effect  on  reducing  teen  pregnancy  because  it  was  not  a  specific  goal  of  these  projects. 
It  should  be  noted  that,  while  only  about  one-third  of  the  projects  achieved  significant 
reduction  in  the  number  of  participants  who  dropped  out  of  school,  many  of  the  projects 
helped  participants  improve  their  school  performance:  at  10  sites  participants'  grade 
point  averages  increased,  course  failures  dropped  at  7  of  the  sites,  and  5  sites  reduced 
participant  absences. 

ENFORCEMENT  OF  THE  CAMPUS  SECURITY  ACT 

Question  Please  specify  the  policy  and  procedures  established  by  the 
Department  of  Education  to  enforce  the  Campus  Security  Act  of  1990. 

Answer  The  Department  is  committed  to  enforcement  of  both  the  letter  and  the 
spirit  of  the  Campus  Security  Act  of  1990.  Students  nationwide  must  have  a  safe 
environment  in  which  to  learn  and  they  and  their  parents  should  be  well-informed  about 
campus  safety 

I  would  like  to  insert  for  the  record  a  list  that  outlines  over  30  steps  that  the 
Department  has  taken  to  enforce  the  Campus  Security  Act  of  1990  and  to  make 
campuses  safer  since  the  Act  was  enacted 
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Enforcement  Campus  Security  Act  (CSA)  and  Efforts  to  Make  Campuses  Safer 

(Julys,  1996  version) 

1 .  PROGRAM  PARTICIPATION  AGREEMENT.  All  schools  must  certify  in  the 
Program  Participation  Agreement  that  they  are  complying  with  CSA.  This  was 
executed  in  the  summer  of  1991. 

2.  COMPLIANCE  AUDITS.  Outside  auditors  conducting  compliance  audits  are 
directed,  by  the  Audit  Guide,  to  three  places  where  information  about  CSA  is 
located,  and  told  to  assure  schools  compliance  with  these  laws  and  regulations: 
CFR  668  (and  other  sections),  which  contains  the  CSA  regulations;  Dear  Colleague 
Letters,  of  which  3  have  been  issued  about  CSA;  and,  the  Student  Financial  Aid 
Handbook,  which  contains  extensive  information  about  CSA.  A  total  of  7  audits 
have  cited  schools  for  "Crime  Awareness  Requirements  Not  Met." 

3.  DEAR  COLLEAGUE  LETTERS  (Two  old,  one  new).  Three  letters  have  been  sent 
to  schools  regarding  institutional  responsibilities  under  CSA.  (March,  1991;  August 
1991:  May.  1996). 

4.  TECHNICAL  ASSISTANCE— INFORMAL.  General  Provisions  Branch  (SFAP)  has 
provided  extensive  technical  assist?5nce  to  schools  with  questions  about 
implementation  of  CSA. 

5.  TECHNICAL  ASSISTANCE— CUSTOMER  SUPPORT  (New).  OPE's  Customer 
Support  Branch  has  been  trained  to  provide  technical  assistance  to  schools  with 
questions  regarding  CSA.  The  May  1996  Dear  Colleague  Letter  refers  schools  to 
Customer  Support  for  technical  assistance. 

6.  PROGRAM  REVIEWS.  Program  reviewers  are  directed  to  check  compliance  with 
all  laws  and  regulations,  including  CSA.  If  the  program  reviewers  have  reason  to 
believe  that  the  institution  is  not  in  compliance,  they  will  look  deeper  into  the  issue. 
A  total  of  24  schools  have  been  cited  for  "Crime  Awareness  Requirements  Not  Met." 

7.  CONSUMER  COMPLAINT  PROCEDURE  (New).  The  May  1996  Dear  Colleague 
Letter  refers  individuals  with  complaints  of  noncompliance  to  the  Directors  of  OPE's 
Regional  Offices.  The  letter  included  a  list  of  names  and  phone  numbers  of  the 
regional  offices. 

8.  FOCUSED  PROGRAM  REVIEWS  (New).  Valid  complaints  received  will  trigger  a 
focused  program  review.  Two  formal  complaints  have  been  received  (Moorhead 
State  and  Miami  University  of  Ohio).  The  Moorhead  report  is  being  cleared  with 
OGC.  The  Miami  complaint  is  in  the  preliminary  inquiry  stage. 

9.  SUPPLEMENTAL  GUIDANCE  TO  PROGRAM  REVIEWERS  (New).  The  Secretary 
promised  to  issue  supplemental  guidance  to  program  reviewers  detailing  how  to 
check  compliance  with  CSA.  (Goodling/McKeon  letter). 

10.  VIOLENCE  AGAINST  WOMEN  LETTER  (New).  Secretary  Riley,  Secretary  Shalala 
and  Attorney  General  Reno  are  preparing  a  letter  to  all  college  presidents  (not  just 
Title  IV  schools)  about  efforts  to  reduce  violence  against  women  on  college 
campuses. 

11.  DISSEMINATION  OF  EXEMPLARY  PRACTICES  PUBLICATION.  OERI  published 
a  49  page  document  titled  "Campus  Security:  A  First  Look  at  Exemplary  Practices" 
in  September,  1994.  Over  7,000  of  these  were  sent  out  and  it  was  available  for 
purchase  from  GPO.  This  publication  will  be  available  on  the  new  Web  page.  Its 
availability  is  referred  to  in  the  Riley/Reno/Shalala  Violence  Against  Women  letter. 

12.  DISSEMINATION  OF  ACQUAINTANCE  RAP£  PUBUCATION  (New).  The  Higher 
Education  Center  for  Alcohol  and  Other  Dmg  Prevention  (an  ED  contractor)  has  just 
published  a  guide  entitled  "Preventing  Alcohol-Related  Problems  on  Campus: 
Acquaintance  Rape."  This  publication  is  referred  to  in  the  Riley/Reno/Shalala 
Violence  Against  Women  letter. 

13.  FIPSE  PROGRAM  TO  COMBAT  DRUGS  AND  VIOLENCE  (New).  FIPSE's  FY96 
Drug  and  Violence  Prevention  Grant  Program  has  an  invitational  priority  for 
proposals  dealing  with  Violence  against  Women  on  college  campuses. 

14.  WEB  PAGE  (New).  A  World  Wide  Web  page  is  being  developed  to  provide 
information  to  students,  parents  and  schools  regarding  Department  efforts  to 
enforce  CSA  and  efforts  to  make  campuses  safer.  This  Web  page  is  referred  to  in 
the  Riley/Reno/Shalala  Violence  Against  Women  letter. 
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15.  SUPPLEMENTAL  GUIDANCE  TO  AUDITORS  (New).  The  Secretary  promised  to 
consider  issuing  supplemental  guidance  to  auditors  regarding  checking  compliance 
with  CSA.   (Goodling/McKeon  letter). 

16.  EXPLICIT  INCLUSION  IN  AUDIT  GUIDE  (New).  The  Secretary  promised  to 
encourage  the  IG  to  include  explicit  language  regarding  checking  compliance  with 
CSA  in  the  Audit  Guide.  (Goodling/McKeon  letter). 

17.  INFORMING  STUDENTS  AND  PARENTS  THROUGH  STUDENT  GUIDE  (New). 
The  Secretary  promised  to  include  information  in  OPE's  Student  Guide  to  Financial 
Aid  Programs  highlighting  how  to  obtain  Campus  Security  reports  and  how  to  lodge 
complaints  of  noncompliance  with  CSA.  (Goodling/McKeon  letter). 

18.  CAMPUS  CRIME  SURVEY  (New).  NCES.  at  the  bequest  of  OPE,  is  conducting  a 
survey  on  Campus  Crime.  This  survey  is  being  done  in  response  to  the 
congressional  mandate  contained  in  CSA.  The  survey  results  should  be  released 
by  the  end  of  this  year. 

19.  SECRETARY  SPEECH.  Secretary  Riley  gave  a  well-received  speech  at  the  1994 
lACLEA  convention  in  Philadelphia  regarding  campus  safety. 

20.  SECRETARY  ON  "LARRY  KING  LIVE."  Secretary  Riley  appeared  on  "Lar.'-y  King 
Live"  in  1994  with  Connie  Clery  and  and  lACLEA  representative  to  discuss  campus 
security  issues. 

21 .  SECRETARY  MEETING.  Secretary  Riley  met  with  consumer  groups  and  lACLEA 
representatives  in  1995  regarding  campus  safety. 

22.  TECHNICAL  ASSISTANCE— lACLEA  CONVENTION.  OPE  sent  a  representative 
to  the  lACLEA  (campus  law  enforcement  organization)  convention  in  1993  in  Seattle 
to  provide  assistance  and  training  with  CSA. 

23.  TECHNICAL  ASSISTANCE— AACRAO  CONVENTIONS.  OPE  sent  a 
representative  to  several  regional  and  national  AACRAO  (Registrars  and  Admission 
Officers)  conventions  in  1994  to  provide  assistance  and  training  about  CSA. 

24.  TECHNICAL  ASSISTANCE— NASFAA  CONVENTION.  OPE  sent  a  representative 
to  the  NASFAA  annual  convention  to  provide  assistance  with  CSA  in  1994. 

25.  TECHNICAL  ASSISTANCE— ANNUAL  CAMPUS  CRIME  CONFERENCES.  OPE 
sent  a  representative  to  the  annual  Campus  Crime  Conference  convened  at  Towson 
State  University  to  provide  assistance  and  training  about  CSA  in  1994  and  1995. 

26.  TECHNICAL  ASSISTANCE— VIRGINIA  STATE  CONVENTION.  OPE  sent  a 
representative  to  the  annual  Virginia  State  Higher  Education  Association  Crime 
Prevention  convention  to  provide  assislance  and  Ifaining  about  CSA  in  1 993. 

27.  NEGOTIATED  RULEMAKING.  Throughout  the  process  of  developing  the 
implementing  regulations  for  CSA,  extensive  outside  input  was  solicited  and 
incorporated  into  the  regulations.  CSA  regulations  were  subject  to  the  negotiated 
rulemaking  provisions. 

28.  REGIONAL  OFFICE  TRAINING.  OPE  Headquarters  staff  provided  training  to 
regional  office  staff  during  scheduled  conference  calls  about  enforcement  of  CSA 
regulations  in  1991,  1992  and  1994. 

29.  COORDINATION  WITH  FBI.  OPE  staff  coordinated  CSA  regulations  with  the  FBI, 
especially  with  regard  to  Hate  Crimes  Statistics  Act  and  other  issues.  This  is  an 
ongoing  activity. 

30.  TECHNICAL  ASSISTANCE— SCHOOLS.  The  FBI  Uniform  Crime  Reporting 
Handbook  was  sent  to  all  schools  to  assist  in  complying  with  CSA  in  1994. 

31 .  TECHNICAL  ASSISTANCE— lACLEA  CONVENTION.  OPE  staff  and  the  FERRA 
office  staff  participated  in  a  teleconference  at  the  lACLEA  regional  conference 
regarding  CSA  and  FERPA  questions  in  1995. 

CERTIFICATION  OF  STATISTICS  REPORTED  UNDER  THE  CAMPUS 
SECURITY  ACT 

Question     Are  participating  colleges  and  universities  required  to  certify  that 
their  annual  crime  statistics  are  accurate? 
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Answer.  Institutions  are  required  to  compile  their  campus  crime  statistics  in 
accordance  with  the  definitions  used  in  the  Federal  Bureau  of  Investigation's  (FBI) 
Uniform  Crime  Reporting  Program,  and  the  Hate  Crime  Statistics  Act.  Our  program 
participation  agreement  with  each  institution  (34  CFR  668. 14(c))  includes  a  certification 
by  the  institution  that  it  has  complied  with  all  the  requirements  of  the  Campus  Security 
Act  and  the  regulations  implementing  that  legislation. 

Question.  How  does  the  Department  of  Education  verify  the  accuracy  of  crime 
statistics  submitted  by  colleges  and  universities  subject  to  P.L.  101-542? 

Answer.  We  have  sought  to  work  collaboratively  with  institutions  in  our 
implementation  of  the  Campus  Security  Act.  Our  collaborative  efforts  have  focused 
primarily  on  providing  policy  guidance,  clarifying  issues  dealing  with  other  Federal 
requirements  and  state  law,  and  providing  technical  assistance  to  institutions  and  groups 
of  institutions  Our  major  objective  is  to  ensure  that  the  violations  are  corrected,  and 
students  receive  accurate  information. 

In  addition,  we  have  the  following  safeguards  in  place  to  identify  institutions 
that  either  flagrantly  or  intentionally  violate  the  Campus  Security  Act  requirements,  or 
do  not  correct  violations. 

•  Compliance  Audits  -  Institutions  participating  in  the  Federal  student 
aid  programs  are  required  to  undergo  a  compliance  audit  each  year 
performed  by  independent  auditors.  The  Department's  Audit  Guide, 
which  establishes  the  criteria  for  these  audits,  identifies  3  areas  for 
review,  as  well  as  the  overall  assurance  that  the  institution  is  in 
compliance  with  applicable  laws  and  regulations.  Several  institutions 
have  been  identified  through  the  audit  process  as  not  meeting  the 
Campus  Security  Act  requirements.  In  the  upcoming  revision  to  the 
Department's  Audit  Guide,  we  will  be  providing  additional  and  more 
explicit  instructions  to  auditors  when  testing  compliance  in  this  critical 
area. 

•  Program  Reviews  ~  Department  program  review  staff  in  its  10  regional 
offices  check  compliance  with  the  Campus  Security  Act  in  their  on-site 
reviews  of  institutions.  A  total  of  24  institutions  have  been  identified  as 
not  meeting  the  Campus  Security  Act  requirements  Some  of  these 
program  reviews  are  still  open,  so  the  final  determination  of 
noncompliance  has  not  been  made 

•  Follow-up  on  Consumer  Complaints  of  Noncompliance  --  We  recently 
have  instituted  a  new  process  for  individuals  to  call  with  complaints  of 
noncompliance.  The  Department  will  assess  the  complaint  and 
determine  the  appropriate  response.  Valid  complaints  will  result  in  a 
program  review  focused  specifically  on  compliance  with  the  Campus 
Security  Act  requirements.  Two  institutions  -  Morehead  State 
University  (Minn.)  and  Miami  University  (Ohio)  ~  have  been  identified 
under  this  procedure. 

Appropriate  action  is  taken  depending  upon  the  nature  of  the  violations 
identified 
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Question  Will  the  Department  of  Education  conduct  random  audits  of  campus 
crime  reports''  If  yes,  when  will  the  Department  conduct  the  first  audif  If  no,  why  not? 

Answer.  At  this  time,  we  do  not  believe  that  it  is  necessary  to  randomly  audit 
campus  crime  reports  We  feel  confident  in  our  ability  to  enforce  that  the  letter  and  the 
spirit  of  the  law  using  our  existing  policies,  procedures,  and  safeguards. 


CRIMES  WHICH  MUST  BE  REPORTED  UNDER  THE  CAMPUS 
SECURITY  ACT 

Question.  Do  colleges  and  universities  include  reports  from  counselors  of  rape 
crisis/women's  centers  and  campus  judiciary  boards,  as  well  as  reports  from  the  campus 
security/police  department? 

Answer.  Campus  crime  reports  must  include  all  occurrences  of  the  following 
crimes  that  have  been  reported  to  local  police  agencies  or  to  any  official  of  the 
institution  that  has  responsibility  for  student  and  campus  activities  (for  example,  the 
Dean  of  Students): 

•  Murder 

•  Forcible  sex  offenses 

•  Nonforcible  sex  offenses 

•  Aggravated  assault 

•  Burglary;  and 

•  Motor  vehicle  theft 

The  counseling  centers  and  judiciary  boards  report  occurrences  of  these  crimes 
for  inclusion  in  the  campus  report 

However,  for  the  following  crimes,  the  Campus  Security  Act  requires  that 
institutions  report  only  on  arrests 

•  Liquor-law  violations 

•  Drug-abuse  violations;  and 

•  Weapons  violations. 

Since  the  counselors  and  judiciary  boards  do  not  make  arrests,  occurrences  of 
these  crimes  would  not  reported  under  the  Campus  Security  Act  For  example,  a  liquor 
law  violation  that  was  adjudicated  by  a  campiis  judicial  board  but  where  no  one  was 
actually  arrested  would  not  be  reported.  Only  the  arrests  made  by  the  campus  police 
would  be  reported 


CHRONICLE  OF  HIGHER  EDUCATION  TABLE  ON  COLLEGE  CRIME 

Question  Please  define  and  explain  the  hyphens  "-"  submitted  by  many  schools 
in  most  Department  of  Education  regions  for  rape,  forcible  sex  offenses,  and  non- 
forcible  sex  offenses. 
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Answer.  These  hyphens  or  dashes  refer  not  to  the  published  reports  but  to  the 
national  table  on  college  crime  data  published  in  The  Chronicle  of  Higher  Education 
on  April  26,  1996  This  table  is  a  compilation  of  the  published  reports  of  crime 
statistics  for  colleges  with  enrollments  of  5,000  students  or  greater  for  1993  and  1994. 

According  to  the  information  published  in  the  Chronicle,  the  dashes  in  this  table 
indicate  that  information  was  not  available  for  this  category,  or  in  some  cases,  the 
institution  did  not  provide  data  for  that  category. 

With  regard  to  the  statistics  for  rape,  forcible  sex  offenses,  and  non-forcible  sex 
offenses,  let  me  point  out  that  the  Higher  Education  Amendments  of  1992  passed  in 
August  of  that  year  changed  the  requirements  of  the  reporting  of  campus  rape  statistics 
to  distinguish  between  forcible  and  non-forcible  sex  offenses.  It  appears  that  some 
colleges  had  trouble  with  compiling  this  information  in  the  new  categories  in  1993 
because  of  this  change.  However,  many  were  able  to  provide  the  1994  information. 
With  only  a  couple  of  exceptions,  institutions  are  providing  information  about  instances 
of  rape  and  other  forcible  sex  offenses. 

Forcible  sex  offenses  are  any  sexual  acts  against  another  person,  forcible  or 
against  that  person's  will.  These  offenses  include  forcible  rape,  forcible  sodomy,  sexual 
assault  with  an  object,  and  forcible  fondling. 

Of  the  83 1  colleges  included  in  the  latest  Chronicle  national  table,  9  did  not 
include  or  have  available  forcible  sex  offenses  data  for  1993,  in  1994,  3  colleges  either 
did  not  report  or  have  this  information  available.  Two  colleges  did  not  include  statistics 
on  forcible  sex  offenses  in  both  years  -  Bucks  County  Community  College  and 
Delaware  Community  College,  both  in  Pennsylvania. 

Nonforcihie  sex  offenses  are  unlawful  instances  of  non-forcible  sexual 
intercourse,  including  incest  and  statutory  rape. 

It  appears  that  some  institutions  may  have  mistakenly  included  some  instances 
other  than  incest  and  statutory  rape  in  this  category.  A  large  number  of  institutions 
either  have  not  provided  this  information  or  indicated  that  it  is  not  available. 

Question.  Do  you  consider  hyphens "-"  misleading  for  the  end-user  of  campus 
security  reports? 

Answer.  I  believe  that  while  the  Chronicle  of  Higher  ILducation  's  annual 
compilation  provides  a  valuable  public  service,  it  is  not  without  limitations.  The 
unavailability  of  certain  data  is  certainly  one  of  these  limitations,  although  the  1994 
reports  contain  fewer  instances  of  this  than  the  1993  reports.  However,  there  are 
several  others  as  well    In  fact  the  Chronicle  report  contains  the  following  disclaimer: 

"Campus-crime  authorities  warn  that  comparisons  between  institutions  must  be 
undertaken  with  caution  The  crime  reports  do  not  take  into  account  the  nature 
of  the  institutions  (rural  or  urban,  residential  or  commuter,  etc.).  In  addition, 
colleges  with  highly  professional  police  departments  may  pursue  crime  more 
aggressively  than  do  colleges  that  handle  most  incidents  through  a  campus 
judicial  system.  High  numbers  may  not  mean  that  a  campus  is  less  safe  than 
others." 
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To  address  these  shortcomings,  the  Department  has  undertaken  a  broader  survey 
to  provide  national  benchmarks  for  campus  crime  at  different  types  of  institutions  Our 
survey,  which  is  being  administered  by  the  National  Center  for  Education  Statistics,  will 
proxide  useful  and  unique  information  about  the  level  of  campus  crime  and  efforts  to 
make  campuses  safer  In  addition,  steps  have  been  taken  to  allow  better  comparisons 
among  institutions  We  expect  to  issue  the  report  of  the  survey  results  in  January,  and 
we  will  be  providing  the  results  to  the  Congress. 


DEPARTMENT  PROCEDURES  FOR  REPORTING  NON-COMPLIANCE 

Question.  What  policy  and  procedures  has  the  Department  of  Education 
established  to  report  non-compliance? 

Answer.  Individuals  who  wish  to  file  a  complaint  that  an  institution  is  not 
complying  with  the  Campus  Security  Act  may  file  their  complaint  with  the  Regional 
Director  of  the  Student  Financial  Assistance  Programs  office  that  serves  the  State  in 
which  the  institution  is  located. 

The  Department  reviews  all  complaints,  makes  an  assessment,  and  determines 
the  appropriate  response  depending  on  the  nature  of  the  complaint. 


Question  Has  the  Department  of  Education  published  and  delivered  the  policy 
and  procedures  to  participating  institutions? 

Answer.  This  new  procedure  was  included  in  the  May  1996  guidance  letter  to 
institutions  on  the  Campus  Security  Act. 

Question  Has  the  Department  of  Education  instructed  participating  institutions 
to  publish  and  distribute  the  policy  and  procedures  to  the  student  body,  as  well  as 
matriculating  students'^ 

Answer.  The  Department  did  not  require  institutions  to  publish  and  distribute 
information  on  this  new  policy  to  students.  The  Department  will  include  this 
information  in  the  annual  Student  Guide  that  it  publishes  for  students.  We  also  will 
undertake  other  outreach  efforts  to  disseminate  this  information  to  parents,  students  and 
prospective  students. 


PENALTIES  FOR  NON-COMPLIANCE  WITH  CAMPUS  SECURITY  ACT 

Question.  What  are  the  penalties  for  non-compliance'^ 

Answer.  The  administrative  sanctions  can  vary  depending  on  the  nature  and 
extent  of  the  non-compliance  This  can  vary  from  requiring  and  holding  the  institution 
accountable  for  specific  corrective  actions  of  minor  technical  violations  to  complete 
termination  of  the  institution's  participation  from  the  Federal  student  aid  programs  for 
flagrant  and  deliberate  violations.  Administratively,  the  Department  also  has  the  option 
to  fine  the  institution  or  impose  limitations  on  the  institution's  participation 
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In  severe  cases  involving  fraud,  civil  rights  violations,  or  other  criminal  activity, 
the  case  would  be  referred  to  the  Department's  Inspector  General,  Office  of  Civil 
Rights,  or  the  US.  Department  of  Justice,  as  appropriate  Under  section  490(d)  of  the 
Higher  Education  Act,  the  maximum  penalty  for  obstruction  of  justice  (including  the 
destruction  or  concealment  of  records)  is  a  fine  of  $20,000  and  imprisonment  of  5  years. 


REGULATORY  FLEXIBILITY 

Question.  What  has  been  the  experience  thus  far  of  the  Department  and 
participating  States  with  the  new  forms  of  regulatory  waiver  authority  that  were  initiated 
in  1994'' 

Answer  The  Department  of  Education  has  welcomed  its  new  waiver  authority 
a%  a  means  of  ensuring  that  Federal  education  programs  support  State  and  local 
education  improvement  efforts.  Our  experience  thus  far  has  been  quite  positive.  The 
waiver  authority  allows  the  Secretary  of  Education  to  grant  waivers  of  certain 
requirements  of  Federal  education  programs  in  cases  where  a  waiver  is  likely  to 
contribute  to  improved  teaching  and  learning  and  allow  States,  school  districts,  and 
schools  more  flexibility  in  using  Federal  education  funds  to  improve  school 
effectiveness  and  academic  achievement  for  all  students. 

Waivers  have  served  as  a  useful  tool  when  Federal  requirements  have  formed 
a  barrier  to  better  teaching  and  learning.  The  waiver  process  has  also  been  both  a 
valuable  opportunity  to  provide  technical  assistance  to  States  and  school  districts  and 
an  avenue  for  the  Department,  States,  and  districts  to  work  together  in  considering 
various  policy  issues. 

Question  How  many  waivers  have  been  requested  directly  from  the 
Department,  what  requirements  were  requested  to  be  waived,  and  what  has  been  the 
disposition  of  these  requests? 

Answer.  States  and  school  districts  nationwide  have  demonstrated  substantial 
interest  in  obtaining  waivers.  To  date,  the  Department  has  received  3 1 9  waiver  requests 
and  has  approved  123,  disapproved  18,  and  has  49  under  consideration.  Another  129 
were  withdrawn  or  returned,  mostly  because  the  law  already  provided  sufficient 
flexibility  for  the  applicant  to  take  the  action  requested  in  its  waiver  application. 
Applications  have  been  received  from  a  total  of  46  States,  most  from  individual  school 
districts  but  some  from  the  States  themselves. 

The  majority  of  waivers  that  the  Department  has  approved  thus  far  are 
applications  for  waivers  from  Elementary  and  Secondary  Education  Act  (ESEA) 
requirements  The  most  common  waivers  are  from  Title  I  (Helping  Disadvantaged 
Children  Meet  High  Standards)  requirements  (88  percent).  Requests  for  waivers  from 
ESEA  Title  II  (the  Dwight  D.  Eisenhower  Professional  Development  Program) 
requirements  are  the  second  most  common.  In  addition,  the  Department  has  approved 
waivers  of  various  other  provisions,  such  as  maintenance-of-effort  requirements,  the 
consolidation  of  funds  under  Title  XIV  of  the  ESEA,  and  the  Carl  D.  Perkins  Vocational 
and  Applied  Technology  Education  Act 
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ED-FLEX 

Question.  Has  the  experience  of  the  six  ED-FLEX  States,  where  waiver 
authority  was  granted  to  the  State  education  agency,  been  similar? 

Answer  The  Department  has  not  yet  received  formal  reports  on  the  numbers 
and  types  of  waiver  requests  the  Ed-Flex  States  have  received  or  approved  Ed-Flex 
States  will  be  submitting  their  first  reports  in  January  1997.  However,  based  on 
anecdotal  information,  it  appears  that  the  States"  experience  with  waivers  of  Federal 
requirements  has  been  similar  to  that  of  the  Department  thus  far. 

Many  States  have  found  that  they  have  not  received  as  many  waiver  requests  as 
they  had  originally  expected  because  of  the  great  amount  of  flexibility  that  districts 
already  have  under  the  reauthorized  ESEA.  States  are  also  finding  that  the  waiver 
process  serves  as  a  useful  tool  to  help  clarify,  for  districts,  what  the  statutory  provisions 
do  and  do  not  allow 


Question.     How  many  more  States  have  indicated  that  they  would  like  to 
participate  in  ED-FLEX'' 

Answer    Currently,  eight  States  have  been  designated  as  Ed-Flex  States.   An 
additional  eight  States  have  expressed  interest  in  participating  in  the  demonstration. 


QUESTIONS  SUBMITTED  BY  SENATOR  MARK  HATFIELD 
ED-FLEX 

Question  I  would  like  to  raise  with  you  the  topic  of  flexibility  in  the  programs 
under  your  supervision  You  know  of  my  strong  interest  in  regulatory  and  statutory 
flexibility  and  I  am  very  pleased  that  this  Committee  was  able  to  provide  you  with  new 
authority  to  expand  the  Ed-Flex  Demonstration  program  from  6  to  12  States.  Will  this 
be  adequate  to  meet  the  needs  of  those  States  that  are  interested  in  and  equipped  to 
provide  regulatory  relief 

Answer  The  first  six  States  to  receive  Ed-Flex  authority  were  Oregon, 
Massachusetts,  Texas,  Ohio,  Kansas,  and  Vermont  Since  the  authority  was  expanded, 
we  have  selected  two  additional  States— Maryland  and  Colorado  One  other  State  has 
applied,  and  a  few  States  have  called  to  inquire  about  the  program. 

This  demonstration  is  still  very  new.  Participating  States  are  only  now 
beginning  to  exercise  their  waiver  authority  in  earnest  Before  we  move  beyond  the 
1  2  States  that  have  been  authorized,  we  believe  it  would  first  make  sense  to  give  Ed- 
Flex  a  chance  to  work  As  of  now,  four  slots  remain  available,  so  we  believe  we  are 
meeting  the  current  need 


Question  Can  you  share  with  me  a  specific  example  or  two  of  where  Ed-Flex 
has  made  a  difference  in  the  efficiency  of  the  education  programs  and  in  the  quality  of 
the  teaching  time'' 
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Answer.  The  Ed-Flex  initiative  is  very  new,  and  it  will  probably  not  be  until  the 
upcoming  school  year  that  we  will  begin  to  learn  how  it  is  making  a  difference. 
However,  we  are  very  interested  in  learning  all  we  can  about  how  the  Ed-Flex 
demonstration  affects  the  States'  ability  to  achieve  meaningful  education  reform,  and 
are  working  with  Ed-Flex  States  to  identify  key  indicators  that  can  be  measured. 

From  our  national  evaluations  of  Federal  education  programs  at  the  Federal, 
State,  and  local  levels,  we  will  be  able  to  report  to  Congress  early  next  year  on  the  early 
implementation  and  impact  of  Ed-Flex  in  promoting  meaningful  reforms.  Another 
source  of  information  will  be  the  annual  reports  that  Ed-Flex  States  will  begin 
submitting  over  the  next  8  to  12  months. 


WAIVERS  AND  THE  EISENHOWER  PROGRAM 

Question  You  are  also  aware,  Mr.  Secretary,  of  my  strong  interest  in  math  and 
science  education  I  recently  wrote  to  you  (June  5th)  to  inquire  as  to  how  the 
Department  is  handling  waivers  under  the  Dwight  D.  Eisenhower  Professional 
Development  program  Congress  has  established  a  floor  within  this  legislation  of 
$250  million  to  ensure  that  professional  development  in  both  math  and  science 
continues  to  be  a  priority.  As  funds  are  in  short  supply,  I  am  aware  that  some  States  are 
seeking  to  waive  this  priority.  How  is  the  Department  handling  such  requests? 

Answer.  Under  the  Elementary  and  Secondary  Education  Act  (ESEA)  and  the 
Goals  2000  Educate  America  Act,  the  Department  has  the  authority  to  approve  waivers 
under  the  Eisenhower  and  other  ESEA  programs.  Each  waiver  request  is  subject  to  a 
careful  review  process,  beginning  with  the  relevant  program  office  and  the  Office  of  the 
General  Counsel,  and  then  our  cross-Department  Waiver  Board,  before  going  to  the 
Under  Secretary,  who  makes  the  final  decision  Each  Ed-Flex  State  has  developed  a 
similar  process  for  evaluating  waiver  applications  from  its  local  school  districts. 

In  reviewing  requests  for  waivers  at  the  Federal  level,  the  Department  asks;  Will 
the  waiver  increase  the  quality  of  instruction  or  improve  academic  performance?  Will 
the  waiver  remove  a  barrier  to  carrying  out  the  State  or  local  school  district's 
comprehensive  plan  for  helping  all  students  achieve  to  challenging  academic  standards? 

So  far  we  have  granted  six  requests  for  waivers  of  the  Eisenhower  priority  on 
math  and  science  ~  two  from  local  school  districts  and  four  from  States.  We  did  so  only 
after  learning,  for  example,  that:  (1)  the  State  (Missouri)  had  already  invested 
sufficiently  in  improving  math  and  science  instruction  so  that  student  achievement  in 
those  subjects  was  substantially  exceeding  achievement  in  reading  and  social  studies  at 
key  grade  levels;  and  (2)  the  State  (Vermont)  needed  to  align  its  professional 
development  plan  with  State  standards  in  core  subject  areas  and  wanted  to  design  cross- 
content  area  professional  development  activities. 

STRENGTHENING  INSTITUTIONS 

Question.  To  help  assure  access  to  the  broadest  student  populations,  colleges 
in  many  States  control  their  costs  and  do  not  charge  high  tuition.  In  most  instances, 
these  colleges  are  barely  covering  operating  costs  and  are  unable  to  make  any 
significant  improvements  in  academic  programs  or  the  college's  infrastructure  that 
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would  allow  them  to  respond  to  the  changing  needs  of  an  increasingly  diverse 
population  and  a  changing  technological  workplace.  Because  of  their  low  tuition,  these 
institutions  would  not  receive  significant  new  funds  for  their  students  even  if  more 
money  was  provided  for  student  financial  aid  In  a  number  of  States,  Oregon  and 
California  being  two,  many  colleges  receive  funds  from  the  Strengthening  Institutions 
program  This  program  is  unique  among  Federal  programs  in  that  it  does  not  limit 
funding  to  a  specific  programmatic  area  but  rather  funds  improvements  that  colleges 
have  identified  as  critical  for  meeting  the  needs  of  their  students  and  fijlfilling  their 
special  missions  Given  this  situation,  don't  you  agree  that  needy  students  are  more 
directly  served  when  colleges  that  they  attend  receive  support  through  a  program  like 
the  Strengthening  Institutions  program  which  helps  develop  the  capacity  to  address  their 
specific  academic  service  needs? 

Answer  The  Administration's  budget  request  supports  both  needy  students  and 
the  colleges  they  attend  The  Department's  fiscal  year  1997  budget  request  supports  an 
estimated  $42  billion  dollars  in  Federal  student  aid.  The  Department's  fiscal  year  1997 
budget  request  also  includes  $182.6  million  for  the  Strengthening  Institutions  programs, 
$196  million  for  Howard  University,  $500  million  for  TRIO  programs,  and  $18  million 
for  the  Fund  for  the  Improvement  of  Postsecondary  Education  program.  These 
programs  help  fund  operations  and  improvements  at  developing  institutions.  Historically 
Black  Colleges  and  Universities,  Hispanic-serving  Institutions  and  the  needy  students 
that  attend  these  institutions  The  Fund  for  the  Improvement  of  Postsecondary 
Education  supports  innovative  solutions  to  the  specific  needs  of  postsecondary 
institutions,  including  those  attended  by  needy  students,  TRIO  programs  provide  early 
intervention,  outreach,  and  in-college  support  services  for  disadvantaged  students 
attending  any  college. 

In  addition,  the  capacity  of  Historically  Black  Colleges  and  Universities  and 
Hispanic-serving  institutions  is  strengthened  by  the  efforts  of  the  White  House  Initiative 
on  Historically  Black  Colleges  and  Universities  and  the  White  House  Initiative  on 
Hispanic-serving  Institutions.  These  schools  continue  to  provide  access  and  supportive 
programs  for  needy  students,  minorities  that  were  historically  denied  access  to  higher 
education,  and  first  generation  college  students. 

1997  BUDGET  REQUEST  FOR  TITLE  III  PROGRAMS 

Question.  The  Administration  has  proposed  to  make  it  possible  for  more  needy 
students  to  attend  college;  if  Title  III  is  eliminated,  what  will  be  proposed  to  strengthen 
those  colleges  which  will  most  likely  enroll  such  students  and  need  to  adapt  in  major 
ways  to  serve  them? 

Answer.  The  Department's  fiscal  year  1997  budget  request  includes 
$182.6  million  for  Title  III  programs  of  developmental  support  for  institutions  that  serve 
disadvantaged  students,  and  supports  an  estimated  $42  billion  dollars  in  Federal  student 
aid  Possible  changes  to  the  Title  III  programs  that  would  better  assist  institutions  in 
meeting  the  needs  of  low-income  students  will  be  considered  in  the  reauthorization  of 
the  Higher  Education  Act  (HEA) 


Question.      When  the  Strengthening  Institutions  program  was  funded  at 
$80  million,  it  allowed  many  smaller  colleges  to  leverage  the  Federal  investment  and 
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achieve  long-term  improvement  in  retention,  graduation  rates  and  access  tor 
educationally  disenfranchised  students.  With  such  effectiveness  in  these  critical  areas, 
why  has  this  program  been  singled  out  for  elimination  and  reduction? 

Answer.  The  Department  is  currently  conducting  an  evaluation  study  of  the 
Strengthening  Institutions  programs,  including  the  identification  and  use  of  performance 
indicators  The  Department's  fiscal  year  1997  budget  request  did  not  seek  elimination 
or  phase-out  of  these  programs. 


Question.    The  Department  of  Education  recommended  a  phase-out  of  the 
Strengthening  Institutions  program,  based  on  the  premise  that  it  was  unfocused.  Now 

I  understand  you're  reconsidering  this  decision.  In  the  forthcoming  reauthorization  of 
the  Higher  Education  Act,  what  changes  would  you  recommend  to  improve  the  focus 
of  the  Strengthening  Institutions  program"? 

Answer.    At  this  time  the  Department  has  not  completed  development  of  its 
HEA  reauthorization  proposals 


QUESTIONS  SUBMITTED  BY  SENATOR  CHRISTOPHER  BOND 
IMPROVING.STUDENTS'  ACADEMIC  PERFORMANCE 

Question.  What  is  the  Department  of  Education  doing  to  improve  students' 
performance  on  standardized  tests? 

Answer.  The  Department's  efforts  to  raise  student  achievement  are  based  on  the 
recognition  that  significant  gains  in  student  achievement  are  not  likely  to  occur  without 
fundamental  education  reforms  including  making  sure  that  tests  assess  a  broad  array  of 
important  knowledge  and  skills.  Programs  funded  by  the  Elementary  and  Secondary 
Education  Act  (  ESEA),  the  Goals  2000:  Educate  America  Act,  and  the  School-to-Work 
Opportunities  Act  are  supporting  State  and  local  reforms  to  create  and  use  high 
standards  as  the  starting  point  for  improving  school  and  student  performance.  For 
example: 

•  Goals  2000  provides  support  for  States  and  communities  to  engage  in  a 
broad-based  process  of  planning  for  school  reform,  including  the  reform 
of  tests  and  assessments.  It  encourages  the  development  of  rigorous 
content  and  student  performance  standards,  supported  by  professional 
development  for  teachers.  It  also  encourages  the  development  of 
improved  assessments  that  will  provide  information  useful  to  students 
and  teachers,  as  well  as  State  and  local  policy-makers,  about  how  to  help 
students  who  are  having  difficulty.  Assessments,  as  well  as  curricula 
and  instruction,  need  to  be  aligned  with  content  standards.  In  this  way, 
students  are  provided  the  opportunity  to  acquire  the  knowledge  and 
skills  contained  in  the  standards 

•  Under  the  ESEA,  Title  I,  as  reauthorized,  has  been  redesigned  to  help 
raise  achievement  in  basic  and  advanced  skills  for  about  7  million  poor, 
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low-achieving  children.  The  program  has  shifted  from  providing 
remedial  instruction  to  helping  ensure  that  disadvantaged  children, 
especially  in  high-poverty  schools,  benefit  from  broader  efforts  aimed 
at  raising  the  achievement  of  all  children  to  meet  internationally 
competitive  standards.  States  are  required  to  phase  in,  over  five  years, 
major  statutory  changes  aimed  at  integrating  Title  I  with  wider  reforms 
stressing  high  student  achievement.  As  part  of  that  strategy.  States  are 
required  to  establish  or  adopt,  by  1997,  a  set  of  challenging  standards 
specifying  what  all  children  should  know  and  be  able  to  do  in  at  least 
reading  and  mathematics  Also,  by  the  year  2000,  all  States  are  required 
to  have  new  State  assessment  systems  in  place  to  assess  the  performance 
of  Title  I  participants  against  the  State  standards. 


SCHOOL  SAFETY 

Question.  What  is  the  Department  of  Education  doing  to  combat  violence  in 
schools  to  make  it  safer  for  students  and  staff? 

Answer.  The  Department  is  doing  numerous  things  to  help  ensure  that  our 
Nation's  schools  are  safe.  Significantly,  we  are  providing  Safe  and  Drug-Free  Schools 
and  Communities  formula  grant  fijnds  that  reach  almost  every  school  district  in  the 
country  to  support  drug  and  violence  prevention  programs.  We  are  also  providing 
leadership  as  well  as  technical  and  financial  assistance  on  school  safety  issues  through 
Safe  and  Drug-Free  Schools  and  Communities  National  Programs.  For  example,  we  are 
currently  in  the  process  of  holding  a  $10  million  grant  competition  for  projects  designed 
to  remove  firearms  and  other  weapons  from  school,  or  to  prevent  violent,  aggressive, 
intimidating,  or  other  disruptive  behavior.  We  are  also  holding  a  $2  million  competition 
for  projects  to  prevent  and  reduce  the  incidence  of  crimes  and  conflicts  motivated  by 
hate 

Additionally,  we  are  supporting  models  for  alternative  education  for  students 
who  are  expelled  from  their  regular  education  program  for  bringing  a  gun  to  school  (or 
engaging  in  other  disruptive  behavior);  funding  grants  for  training  teachers  in 
techniques  of  violence  prevention;  maintaining  a  toll-free  telephone  number  that  the 
public  can  call  to  receive  our  drug  and  violence  prevention  publications;  distributing  a 
Manual  to  Combat  Truancy  to  every  school  in  the  country;  working  with  the  Justice 
Department  on  a  variety  of  initiatives  to  prevent  and  reduce  violent  behavior  by  youth; 
supporting  15  Comprehensive  Regional  Assistance  Centers  that  provide  technical 
assistance  to  States  and  school  districts  to  improve  Safe  and  Drug-Free  Schools  and 
Communities  and  other  Elementary  and  Secondary  Education  Act  programs;  and  have 
distributed  to  every  school  district  in  the  country  a  packet  of  information  on  how  to 
create  and  maintain  safe  schools. 

SCHOOL  DISCIPLINE  POLICY 

Question.  Does  the  Department  of  Education  have  a  uniform  policy  on 
discipline"^  If  not,  why?  If  so,  what  is  it? 

Answer.  In  our  decentralized  education  system,  student  discipline  policy  is  left 
to  the  States  and  school  districts.  Actions  taken  against  students  who  disrupt  class,  fail 
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to  take  direction,  verbally  abuse  a  teacher  or  other  member  of  the  school  staff,  or  engage 
in  violent  or  illegal  behavior  are  handled  locally  in  accordance  with  policies  established 
by  local  school  boards.  With  very  few  exceptions,  the  Department  of  Education  does 
not  make  policy  in  this  area.  One  of  these  exceptions  is  the  Federal  Gun-Free  Schools 
Act,  which  in  effect  requires  schools  to  expel  for  one  year  a  student  who  brings  a 
firearm  to  school  but  also  permits  modification  of  the  expulsion  requirement  on  a  case- 
by-case  basis.  In  addition,  Federal  law  prohibits  the  exclusion  of  a  student  with  a 
disability  from  school  for  more  than  10  days  for  behavior  that  is  a  manifestation  of  the 
child's  disability. 


PARENTAL  INVOLVEMENT  IN  EDUCATION 

Question.  What  is  the  Department  of  Education  doing  to  increase  parental 
involvement  in  education? 

Answer.  The  1997  budget  request  includes  funding  for  two  programs  that  focus 
exclusively  on  parental  involvement  in  education. 

•  The  Goals  2000  Parental  Assistance  Program  would  provide  $  1 5  million 
to  continue  parent  information  and  resource  centers  in  28  States  and 
initiate  new  centers  in  14  additional  States  These  centers  provide 
parents  with  training,  information,  and  support  in  better  understanding 
their  children's  educational  needs  and  how  to  help  their  children  achieve 
to  high  academic  standards.  Each  center  coordinates  with  existing 
programs  that  support  parents  in  helping  their  children  get  ready  for 
school  and  reach  high  standards;  develops  resource  materials  and 
provides  information  about  high-quality  family  involvement  programs 
to  families,  schools,  and  others;  and  supports  a  variety  of  promising 
models  of  family  involvement  programs,  including  Parents  as  Teachers 
(PAT)  programs  and  Home  Instruction  for  Preschool  Youngsters 
(HIPPY) 

•  The  Special  Education  Parent  Training  and  Information  prouram  would 
provide  $13.5  million  to  support  almost  60  centers  throughout  the 
country.  The  centers  provide  information  and  training  to  parents  of 
children  with  disabilities  to  help  them  work  with  teachers  and  others  in 
addressing  the  special  education  and  early  intervention  needs  of  their 
children.  The  program  also  supports  a  national  project  to  provide 
technical  assistance  to  the  centers. 

In  addition,  the  request  supports  parent  involvement  provisions  and  initiatives 
under  various  ESEA  programs  For  example.  Title  I  has  very  explicit  and  detailed 
parental  participation  requirements  (and  the  statute  requires  LEAs  to  use  at  least 
1  percent  of  their  allocations  to  meet  those  requirements,  provided  that  the  amount  that 
would  be  reserved  exceeds  $5,000)  Also,  all  projects  funded  under  the  Even  Start 
family  literacy  program  must  arrange  for,  or  provide,  parent  education,  early  childhood 
education,  and  adult  literacy  activities  for  participating  families.  In  addition,  under  the 
Indian  Education  formula  grant  program,  LEAs  must  carry  out  their  activities  with  the 
involvement  and  concurrence  of  a  local  parent  committee. 
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PARTNERSHIP  FOR  FAMILY  INVOLVEMENT  IN  EDUCATION 

Finally,  parent  involvement  programs  and  activities  are  supported  by  the 
Department's  two-year-old  Partnership  for  Family  Involvement  in  Education,  currently 
composed  of  more  than  400  family,  school,  community,  employer,  and  religious  groups. 
The  Partnership  is  organized  to  focus  on  building  four  kinds  of  local  partnerships: 
(1)  Home-School  Partnerships,  (2)  Learning  Community  Partnerships  to  help  to  make 
streets  safe  for  children  and  support  supervised  recreational  and  out-of-school  activities; 
{})  Employers  for  Learning  Partnerships  to  promote  family  and  student-friendly 
business  practices  that  enhance  parent  involvement  in  education,  and  (4)  Religious 
Organizations  for  Learning  Partnerships,  to  make  buildings  available  for  organized 
parent  education,  cultural,  and  other  family  activities. 

The  Partnership  was  launched  with  the  help  of  1 1  national  education 
associations  in  1994  to  foster  a  grassroots  movement  across  the  country  encouraging 
local  family-school  partnerships  Special  national  projects  to  extend  the  impact  of  those 
partnerships  across  communities  include:  READ*VvRITE*NOW,  an  initiative  with  an 
intensive  summer  component  to  encourage  children's  reading  and  writing,  with  a  teen 
or  adult  reading  partner,  30  minutes  a  day;  and  AMERICA  GOES  BACK  TO 
SCHOOL  GET  INVOLVED!,  an  initiative  encouraging  all  caring  Americans  to  go 
back  to  school  each  fall  to  share  their  talents  and  experiences  and  make  a  year-long 
commitment  to  helping  improve  schools  and  learning. 


FEDERAL  STUDENT  AID  APPLICATION  PROCESSING  BACKLOG 

Question.  Why  was  there  a  I  5  million  college  aid  application  backlog?  What 
is  the  current  status  of  the  backlog?  What  are  you  doing  to  prevent  this  from  occurring 


Answer.  The  processing  of  Federal  Applications  for  Federal  Student  Aid  for  the 
1996-97  award  year  was  delayed  for  two  reasons.  First,  the  two  Government 
shutdowns,  coupled  with  the  January  blizzard,  caused  the  Department  to  lose  2 1  critical 
working  days.  While  our  contractors  worked  during  this  time,  there  were  no 
Government  employees  to  assist  in  system  start-up  and  testing.  As  a  result,  system  sign- 
off  (completion  of  the  testing  phase)  took  place  on  February  2,  1996  -  17  days  later 
than  last  year  Second,  our  data  entry  contractors  (also  known  as  Multiple  Data  Entry, 
or  MDE,  processors)  experienced  technical  difficulties  with  hardware  and  software, 
especially  with  new  image  scanning  technology  Technical  difficulties  are  not  unusual. 
However,  in  this  instance,  the  frequency  and  timing  of  the  technical  problems 
contributed  to  processing  delays.  Usually,  the  application  volume  in  the  first  month  of 
application  processing  (mid-January  to  mid-February)  is  sufficiently  light  that  we  can 
quickly  correct  any  problems  that  ocair  with  little  or  no  impact  on  turnaround  times. 
Because  of  the  delayed  system  testing  this  year,  however,  we  did  not  have  that  month 
of  low  volume. 

The  1 996-97  application  backlog  was  completely  eliminated  by  May  7,  1 996. 

Even  while  the  Department  was  working  hard  to  handle  the  backiogged  1 996-97 
applications,  efforts  were  already  under  way  to  avoid  such  occurrences  in  the  future. 
For  potential  emergencies  in  1997-98,  we  have  retained  the  alternate  processing  sites 
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that  were  set  up  to  alleviate  the  backlogs  in  1996-97.  We  also  held  a  focus  meeting  with 
our  customers  in  the  higher  education  community  to  get  their  insights  on  the  application 
processing  problems  and  are  implementing  their  recommendations  for  improving  the 
system  in  the  future. 

For  1 997-98,  special  teams  have  been  established  at  each  data  entry  contractor 
to  handle  potential  application  processing  problems.  We  have  improved  the  tracking, 
management,  and  quality  control  on  applications.  The  application  itself  has  been 
redesigned  to  facilitate  the  imaging  and  scanning  hardware  and  software.  Other 
procedures,  such  as  document  analysis  and  imaging,  have  been  streamlined. 

The  development  and  testing  activities  for  the  1997-98  processing  cycle  have 
begun  and  are  on  schedule,  with  the  system  expected  to  start  up  on  time  in  mid-January 
1997  Throughout  the  1997-98  application  processing  development,  testing,  and  startup 
phases,  we  will  be  in  constant  communication  with  the  higher  education  community-- 
principally  through  our  electronic  media,  the  OPEnet  network  and  Student  Financial 
Assistance  Bulletin  Board. 

DIRECT  LOANS 

Question  According  to  Government  figures,  two-thirds  of  the  four-year 
American  colleges  and  universities  have  chosen  not  to  participate  in  the  Federal  Direct 
Student  Loan  Program.  Has  the  Department  conducted  any  studies  to  determine  why 
these  schools  are  not  participating  in  the  program?  If  not,  why?  If  so,  what  were  the 
findings''  Have  changes  been  made  based  on  those  findings? 

Answer  Under  the  provisions  of  the  Student  Loan  Reform  Act  of  1993,  the 
Direct  Loan  program  has  grown  from  7  percent  of  overall  loan  volume  in  academic  year 
1994-9.S,  exceeding  the  statutory  target  of  5  percent,  to  40  percent  in  academic  year 
1996-97,  which  began  on  July  1,  1996.  (The  Administration  expects  this  percentage 
to  rise  to  50  percent  over  the  course  of  academic  year  1996-1997  )  We  believe  that  the 
population  of  Direct  Loan  schools  is  fairly  representative  of  the  overall  universe  of 
schools  participating  in  the  Federal  student  aid  programs. 

In  addition,  a  number  of  private  and  Departmental  studies  and  surveys  have 
indicated  that  the  ongoing  political  battle  over  the  fate  of  Direct  Loans,  with 
congressional  efforts  to  cap  or  eliminate  the  program  and  substantially  reduce  its 
administrative  funds,  has  caused  many  schools  to  delay  entry  into  the  program.  These 
studies  also  show  that  schools  that  have  chosen  to  participate  in  Direct  Loans  are  highly 
satisfied  with  both  the  structure  of  the  program  and  the  Department's  management  and 
customer  service  capabilities. 

DISPARITY  IN  DEFAULT  RATES 

Question.  What  studies  has  the  Department  of  Education  conducted  to  address 
the  disparity  in  the  default  rates  between  proprietary  schools  and  four-year  schools? 

Answer.  The  Department  has  long  been  aware  of  the  higher  default  rates  among 
proprietary  schools  compared  to  four-year  colleges.  In  1 99 1 ,  the  Department  contracted 
with  Mathematica  Policy  Research,  Inc.  to  study  the  characteristics  of  borrowers  and 
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to  compare  defaulters  and  nondefaulters  across  numerous  demographic,  socioeconomic, 
and  educational  dimensions  One  of  the  key  findings  of  this  research  showed  that  after 
adjusting  for  other  factors,  including  student  background  and  post-school  earnings, 
borrowers  most  recently  attending  a  proprietary  school  had  a  significantly  greater 
likelihood  of  default  Similarly,  those  borrowers  not  completing  their  postsecondary 
education  programs  also  were  more  likely  to  default. 

In  addressing  the  default  rate  disparity  between  proprietary  schools  and  four- 
year  colleges,  the  Congress  and  the  Department  have  sought  to  maintain  minimum 
default  rate  performance  standards  for  all  schools  participating  in  the  loan  programs. 
Those  schools  not  meeting  statutory  default  rate  levels  lose  their  eligibility  to  participate 
in  the  loan  programs  The  national  default  rate  decreased  from  22.4  percent  in  fiscal 
years  1990  to  116  percent  in  fiscal  year  1993  (the  latest  year  for  which  data  are 
available).  This  decline  is  due  primarily  to  a  decrease  in  proprietary  school  default 
rates.  The  overall  proprietary  school  default  rate  has  dropped  by  one-tliird,  from 
36.2  percent  in  fiscal  year  1991  to  23  9  percent  in  fiscal  year  1993.  This  rate,  while 
much  improved,  is  still  much  higher  than  the  6  to  7  percent  default  rate  experienced 
annually  among  four-year  colleges. 


HEALTH  EDUCATION  ASSISTANCE  LOAN  PHASEOUT 

Question  Last  year,  the  Committee  requested  that  the  Secretary  of  Education 
consider  the  needs  of  graduate  health  professions  students,  in  light  of  the  phaseout  of 
the  Health  Education  Assistance  Loan  (HEAL)  program,  and  use  his  authority  to 
increase  the  loan  limits  for  the  Federal  Family  Education  Loan  Program.  What  has  the 
Department  of  Education  done  in  response  to  this  request? 

Answer  The  Department  has  drafted  a  "Dear  Colleague"  letter,  currently  going 
through  clearance,  which  outlines  the  Secretary's  intention  to  raise  the  Unsubsidized 
Stafford  loan  limits  (in  both  the  Federal  Family  Education  Loan  and  Direct  Loan 
programs)  for  borrowers  who  can  not  get  a  loan  through  the  HEAL  program  Borrowers 
who  previously  borrowed  under  the  HEAL  program  are  still  eligible  for  HEAL  and 
would  not  qualify  for  the  higher  Unsubsidized  Stafford  loans.  Only  schools  that 
disbursed  HEAL  loans  in  fiscal  year  1995  will  be  eligible  to  participate  in  this  higher 
loan  limit  authority. 

IMPACT  AID 

Question  The  Department  of  Education's  budget  substantially  increases 
funding  for  general  Federal  assistance  to  school  districts  at  the  same  time  it  proposes 
to  dramatically  reduce  Impact  Aid  payments  which  represent  an  obligation  of  the 
Federal  Government  to  mitigate  the  adverse  effects  of  its  activities  on  local  school 
districts.  According  to  the  Department  of  Education,  what  will  happen  to  local  school 
districts? 

Answer.  As  you  are  well  aware,  the  exceptionally  tight  Federal  discretionary 
budget  makes  it  impossible  to  request  increases  or  even  level  funding  for  all  programs. 
For  this  reason,  we  did  not  request  increases  in  general  aid  to  school  districts  Rather, 
we  proposed  to  terminate  those  Federal  programs  that  provide  general,  untargeted 
support  (the  Title  VT  education  block  grant,  and  the  portions  of  the  Impact  Aid  program 
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that  provide  general  assistance  to  districts  that  are  not  truly  burdened  by  Federal 
activities),  and  increase  funding  for  programs  that  focus  on  the  needs  of  the 
disadvantaged,  children  with  disabilities,  and  other  special  populations,  or  that  address 
national  priorities  like  educational  technology,  safe  and  drug-free  schools,  and 
professional  development. 

The  requested  reduction  for  Impact  Aid  Basic  Support  Payments  would 
adequately  fund  a  better-targeted  Impact  Aid  program  and  provide  at  least  level  funding 
for  local  educational  agencies  that  are  genuinely  burdened  by  the  presence  of  federally 
connected  children 

Our  proposal  would  limit  Basic  Support  Payments  to  those  on  behalf  of  children 
living  on  Indian  lands  and  children  of  members  of  the  uniformed  services  who  live  on 
Federal  property  These  two  categories  of  children  present  the  greatest  burden  to  local 
educational  agencies,  and  the  Administration  is  committed  to  supporting  the  educational 
opportunities  of  these  children  Our  request  would  provide  at  least  level  flinding,  and 
in  some  cases  increased  payments,  for  school  districts  that  educate  these  two  categories 
of  children 


QUESTIONS  SUBMITTED  BY  SENATOR  ROBERT  BYRD 
BYRD  HONORS  SCHOLARSHIP  PROGRAM 

Question.  Mr.  Secretary,  1  understand  that  the  House  of  Representatives  has 
again  proposed  to  eliminate  funding  for  the  Robert  C.  Byrd  Honors  Scholarship 
program  in  fiscal  year  1997.  Would  you  please  respond  to  the  following  questions. 

Please  advise  me  how  many  first-time  students  would  be  denied  the  opportunity 
to  apply  for  this  scholarship  assistance  in  spring  1997,  if  the  fiscal  year  1997  House 
level  of  funding  is  implemented'^ 

Answer.  Approximately  6,550  graduating  high  school  students  would  be  denied 
a  Byrd  Honors  Scholarship  if  no  funds  are  provided  for  the  Byrd  program  in  fiscal  year 
1997. 


Question  How  many  sophomores,  juniors,  and  seniors  who  have  won  four-year 
scholarships  and  who  have  planned  their  academic  careers  based  on  assistance  through 
the  Byrd  Scholarship  program  will  lose  funding  in  fiscal  year  1997  if  the  House  level 
is  implemented? 

Answer.  Approximately  19,670  sophomores,  juniors  and  seniors  would  lose 
continued  support  if  no  funds  are  provided  for  the  Byrd  program  in  fiscal  year  1997. 


Question  The  Byrd  Scholarships  have  delivered  a  powerful  message  to  young 
people-a  message  that  willingness  to  work  hard  and  dedicate  oneself  to  achieving  high 
standards  is  more  important  than  economic  status  or  innate  ability.  What  type  of 
message  does  it  send  to  our  youth  if  college  scholarships  are  available  only  to  those  who 
meet  the  criteria  of  poverty  or  those  who  are  star  athletes? 
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Answer  Uliminatiny  a  successful  merit-based  scholarship  program  for  college 
students  would  send  a  signal  to  high  school  and  college  students  that  academic 
achievement  is  not  a  priority  in  this  country.  It  would  suggest  that  hard  work  and 
striving  for  academic  success  are  no  longer  important  to  our  Nation. 


Question  In  1995,  the  Department  of  Education  supported  $35  billion  in  aid  to 
students  under  its  general  student  financial  assistance  programs,  most  of  which  is  needs- 
based  Is  it  unreasonable  to  seek  the  continuation  of  the  $29  million  program,  which  is 
the  only  merit-based  undergraduate  student  assistance  program  administered  by  the 
Department  of  Education  that  highlights  quality  education  and  rewards  student 
achievement'' 

Answer.  It  certainly  is  not  unreasonable  to  request  a  relatively  small  amount  of 
funds  for  the  Byrd  Honors  Scholarships  program  in  order  to  honor  outstaiiding  high 
school  students.  To  put  the  request  in  context,  the  amount  requested  is  less  than  one- 
tenth  of  a  percent  (0  08  percent)  of  the  amount  of  need-based  student  assistance 
supported  by  the  Department.  This  small  program  provides  incentives  to  high  school 
students  to  excel  in  their  studies,  and  recognizes  and  rewards  scholars'  high  school 
achievements  by  providing  scholars  with  immediate,  tangible  resources  to  continue~and 
complete-their  studies  at  the  undergraduate  level 


REWARDING  SCHOLASTIC  EXCELLENCE 

Question  Is  rewarding  excellence  in  achievement  consistent  with  the  Clinton 
Administration's  goals? 

Answer.  Rewarding  excellence  in  academic  achievement  is  most  definitely 
consistent  with  the  Administration's  goals.  President  Clinton  believes  that  America  has 
a  mission  to  reach  the  21st  Century  with  the  American  Dream  alive  for  every  person 
who's  willing  to  work  for  it.  Merit  scholarships-whether  the  Byrd  Honors  Scholarships 
or  the  newly  proposed  Presidential  Honors  Scholarships-support  this  mission.  Both 
programs  provide  fijnds  to  those  high  school  students  who  show  academic  excellence, 
thereby  rewarding  such  students  for  their  accomplishments. 


Question  Against  the  current  background  of  increasing  global  competition,  do 
you  agree  that  there  is  significant  cause  to  help  cultivate  the  brightest  young  minds  in 
our  country? 

Answer.  The  well-being  of  the  United  States,  including  its  economy,  is 
dependent  upon  the  United  States  having  a  sophisticated  work-force  that  can 
competently  face  the  Information  Age  into  which  we  have  only  recently  entered.  This 
is  all  the  more  true  now  when  global  competition  is  increasing.  We  need  skilled 
workers  who  have  the  ability  to  collect,  process,  act  upon  and  disseminate  knowledge. 
Such  ability  must  be  cultivated  and  encouraged  at  all  levels  of  education  and  in  all 
students,  especially  among  the  brightest  young  minds  in  our  country. 


NONDEPARTMENTAL  WITNESSES 

STATEMENT  OF  SUSAN  STAUB,  PRESIDENT,  PENNSYLVANIANS  FOR 
RIGHT  TO  WORK,  INC.,  HARRISBURG,  PA 

Senator  Specter.  And  we  have  Ms.  Susan  Staub,  who  among  her 
many  duties  is  a  member  of  the  board  of  directors  of  the  Founda- 
tion for  Free  Enterprise  and  Education,  Erie,  PA.  She  has  her  prin- 
cipal duties  as  president  of  the  Pennsylvanians  for  the  Right  to 
Work.  She  served  on  that  national  commission  for  some  16  years, 
and  as  vice  president  of  the  committee  and  director  of  the  commit- 
tee's education  division — and  also  Ms.  Michelle  Easton,  who  was 
appointed  by  Governor  Allen  in  January  1994  to  a  4-year  term  to 
the  Virginia  Board  of  Education,  and  was  elected  as  president  of 
the  board  in  1996. 

Ms.  Staub,  I  especially  appreciate  your  arranging  your  schedule 
to  be  here.  I  know  how  complicated  it  was.  The  issue  of  public  edu- 
cation is  one  which  you  and  I  have  discussed  on  many  occasions, 
and  I  have  great  respect  for  your  sense  of  it,  and  I  thought  your 
views  were  of  sufficient  importance  that  they  ought  to  be  made  a 
part  of  the  record  for  our  subcommittee  as  we  consider  this  budget 
year. 

And  Ms.  Easton,  I  compliment  you  on  your  work  with  the  distin- 
guished Governor,  Governor  Allen,  what  you  have  done  in  the  edu- 
cation field,  and  I  thought  that  your  contribution  on  a  second  panel 
to  give  us  a  little  different  perspective  would  be  very  useful. 

Frequently,  we  hear  from  Department  heads  only,  and  I  thought 
this  would  be  an  appropriate  course  to  take,  so  Ms.  Staub,  fellow 
Pennsylvanian,  the  floor  is  yours. 

Ms.  Staub.  Thank  you,  Mr.  Chairman.  I  do  thank  you  for  the  op- 
portunity to  submit  testimony.  I  have  submitted  a  written  state- 
ment for  the  record  which  I  would  ask  that  you  accept.  I  am  going 
to  summarize  my  remarks,  if  I  may. 

On  opening  a  discussion  of  what  we  view  as  the  educational  mal- 
aise, the  burden  of  regulation,  the  role  of  the  Department,  and  a 
teacher's  view,  while  education  is  not  the  focus  of  my  current  re- 
sponsibilities, I  assure  you  that  education  issues  have  played  and 
continue  to  play  a  substantial  role  in  the  direction  of  our  work. 

My  education  views  have  been  formulated  first  as  a  pubHc  school 
teacher,  then  from  16  years  of  working  with  independent  educators 
nationwide  as  the  founder  and  director  of  Concerned  Educators 
Against  Forced  Unionism. 

In  addition,  education  is  frequently  at  the  heart  of  the  key  issues 
selected  by  our  right  to  work  members  in  Pennsylvania,  who  are 
actively  involved  in  public  policy  determinations.  Nine  years  of 
working  with  Pennsylvania  legislators,  taxpayers,  and  citizens  in  a 
variety  of  business,  education,  and  labor  coalitions  has  also  broad- 
ened my  perspective  on  the  various  roles  played  by  the  Federal, 
State,  and  local  governments  in  education  policy. 
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I  am  not  presenting  a  statement  to  suggest  that  the  Department 
of  Education  be  eHminated,  although  I  must  state  that  the  over- 
whelming consensus  of  my  contacts  in  14  States  is  that  removing 
education  as  a  Cabinet  position  and  returning  it  to  a  Federal  agen- 
cy overseen  by  another  Cabinet  position  would  be  the  soundest  so- 
lution to  the  growing  problem  with  what  they  view  as  Federal 
micromanagement  and  intrusion  in  their  efforts  to  bring  education 
reform  to  their  communities. 

I  am  taking  this  valuable  opportunity  primarily  to  ask  the  ques- 
tions of  you  that  I  hear  most  often  when  the  Department  of  Edu- 
cation is  discussed,  questions  I  suspect  others  of  your  constituents 
ask.  The  four  basic  questions  which  I  believe  every  public  policy- 
holder and  everyone  in  a  position  to  influence  public  policy  must 
answer  before  determining  how  the  Nation's  taxpayer  money  is  to 
be  spent  are  these: 

First,  is  this  proposed  item  or  program  necessary  at  all? 

Second,  if  it  is,  is  it  best  met  by  funding,  mandating,  or  directing 
it  from  Washington? 

Third,  if  that  is  the  case,  what  is  the  most  appropriate,  effective, 
and  cost-efficient  way  to  do  it? 

And  fourth,  what  measures  are  in  place  to  audit  the  success  of 
the  program,  in  the  case  that  we  are  speaking  of  today,  to  show 
increased  learning  or  improved  skills  have  occurred  for  the  major- 
ity of  children  enrolled  in  the  program? 

The  citizens,  parents,  school  administrators,  school  board  direc- 
tors and  students  I  have  worked  with  for  now  more  than  25  years 
want  what  you  want,  the  best  opportunity  for  a  first-class  edu- 
cation for  every  American,  but  at  this  particular  time  in  our  history 
they  express  that  they  have  no  faith  that  their  children  and  grand- 
children are  getting  that,  or  that  the  House-Senate  conference  com- 
mittee recommended  budget — I  had  it  as  $37  billion.  I  understand 
it  is  now  down  to  $30  billion — but  the  discretionary  funding  pro- 
grams will  pass  a  valid  test  of  accountability. 

If  this  view  is  a  case  of  their  simply  being  uninformed,  then 
somewhere  the  lines  of  communication  giving  our  citizens  sub- 
stantive, straightforward  and  valid  proof  have  broken  down. 

Under  the  category  of  education  malaise,  reports  of  the  SAT, 
ACT,  and  NAEP  test  scores  published  in  the  last  two  decades  have 
given  the  average  taxpayer  citizen  a  seriously  disturbing  picture  of 
our  education  system. 

Charles  Sykes,  in  his  recent  best-selling  book,  "Dumbing  Down 
our  Kids,"  writes  that  more  than  200  studies  since  1960  have 
shown  that  there  is  "no  systematic  relationship  between  expendi- 
tures on  schools  and  student  performance,  nor  between  the  major 
ingredients  of  instructional  expenditures  per  student  and  student 
performance." 

Those  who  have  read  Mr.  Sykes'  well-documented  review  of  our 
education  system  are  disillusioned  and  disgusted  with  the  ever-ris- 
ing annual  budgets  of  the  DOE  financed  by  taxes  they  continue  to 
pay  which  seem  to  be  disappearing  into  a  black  hole  to  them. 

Furthermore,  they  resent  a  Federal  bureaucracy  telling  them 
how  to  educate  their  children,  with  guidelines  covering  such  topics 
as  how  schools  discipline  students,  the  content  of  sex  education 
courses,  and  genders  of  textbook  authors.  They  overwhelmingly  be- 
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lieve  that  education  reforms,  policies,  practices,  and  standards  are 
strongest  when  generated  within  their  own  communities. 

Nor  do  they  beHeve  that  it  is  too  much  to  ask  the  members  of 
this  committee  who  are  charged  with  the  responsibihty  of  appro- 
priating their  tax  dollars  to  provide  the  best  education  possible  for 
all  our  children,  to  put  each  and  every  category  in  the  proposed  ex- 
penditures to  the  aforementioned  four-point  test. 

The  bottom  line,  however,  is  really  the  answer  to  question  No. 
4.  What  I  hear  is,  show  us  the  proof,  not  just  that  the  program  is 
being  administered  according  to  guidelines,  but  the  children  are  ac- 
tually learning  and  achieving  more  as  a  result  of  the  program. 

Speaking  of  regulation,  examples  of  regulatory  burdens  are  rife. 
I  found  one  of  the  most  interesting  in  a  March  2 1  issue  brief  from 
the  de  Tocqueville  Institution.  Among  their  findings  were  such 
things  as  these:  payments  to  administrators,  social  workers,  and 
other  nonteaching  personnel  constitute  24.6  percent  of  total  U.S. 
public  education  spending,  K-12  and  higher  education.  Much  of 
this  spare  tire  is  imposed  on  them  by  the  burden  of  meeting  com- 
plex regulatory  reporting  and  mandate  standards. 

Another  factor  which  I  picked  up:  U.S.  public  schools  spend  up 
to  60  percent  more  on  nonteaching  staff  than  any  other  Western 
countries,  and  nearly  twice  what  U.S.  private  schools  do. 

Federal  regulations  on  special  education  alone  represent  an  un- 
funded mandate  on  State  and  local  governments  in  excess  of  $14 
billion.  That  is  more  than  one-half  the  $25  bilhon  Federal  contribu- 
tion. 

My  own  State  of  Pennsylvania  has  been  handed  a  bill  from  the 
U.S.  Department  of  Education  for  $3  million  over  a  compliance 
issue  under  the  Perkins  Act.  Although  the  State  officials,  acting  in 
good  faith,  spent  the  requisite  amount  of  money  to  train  dislocated 
workers,  Pennsylvania  State  Department  of  Education  was  de- 
clared in  noncompliance  with  the  program  because  it  did  not  fit  the 
Federal  Government's  specific  maintenance  guidelines. 

I  do  not  profess  to  understand  that,  but  the  problem  was,  neither 
did  they. 

But  it  is  that  kind  of  burdensome,  overregulatory  and  intrusive 
specifications  accompanying  too  many  of  the  DOE's  more  than  200 
programs  that  result  in  local  school  policy  being  dictated  by  Wash- 
ington in  the  eyes  of  the  local  people,  thus  creating  widespread  tax- 
payer mistrust. 

Again,  parents  and  most  educators  whom  I  know  believe  that 
education  reforms,  policies,  practices,  and  standards  are  strongest 
when  generated  from  within  their  own  communities,  and  they  do 
resent  one-size-fits  all  mandates. 

Citizens  want  choices  made  available  that  allow  teachers  and 
parents  to  work  together,  but  recognize  that  parents  have  the  pri- 
mary responsibility  to  see  how  their  children  are  educated,  and 
that  respect  their  ability  to  make  the  best  choices  for  their  own 
children.  Their  answer  to  my  original  point  No.  2  for  most  Depart- 
ment of  Education  programs  was  to  me,  no,  we  do  not  think  it  is 
best  handled  from  Washington. 

In  discussing  the  Department's  role,  one  of  the  greatest  factors 
that  still  sticks  out  in  their  minds,  and  certainly  in  the  minds  of 
my  right  to  work  members  would  come  as  no  surprise,  the  fact  that 
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the  establishment  of  the  Department  in  the  first  place  was  the  re- 
sult of  a  1976  campaign  promise  from  then  President  Jimmy 
Carter  to  the  National  Education  Association  Union  that  continues 
to  offend  thousands  of  parents  and  educators  who  do  view  the  De- 
partment as  nothing  more  than  a  wholly  owned  subsidiary  of  this 
militant  labor  union. 

Parents,  taxpayers,  and  educators  with  whom  I  have  worked  are 
suspicious  of  what  they  believe  to  be  social  engineering  being  pro- 
posed and  ratified  at  the  Federal  level,  primarily  at  the  behest  of 
this  NEA  union.  They  see  the  DOE  as  one  of  the  primary  instru- 
ments of  the  union's  agenda. 

But  what  they  do  want  is  standards,  and  they  do  want  programs 
that  focus  on  social — not  on  social,  political,  and  cultural  indoc- 
trination, but  on  the  fundamentals  of  English,  mathematics.  United 
States  and  world  history,  science,  civics,  and  languages.  They  want 
educational  accountability. 

The  chilling  declarations  by  the  NEA  officials,  and  I  quote,  "V/e 
are  the  only  union  in  the  country  with  its  own  Cabinet  Depart- 
ment" and,  to  quote  again,  "We  have  sufficient  clout  to  roam  the 
halls  of  Congress  and  collect  votes  to  reorder  the  priorities  of  the 
United  States  of  America."  That  continues  to  rankle  thousands  of 
teacher  advocates  for  fundamental  child-centered  educational  excel- 
lence. 

The  truth  is,  NEA  union  officials  do  not  speak  for  all  of  the  Na- 
tion's educators.  The  union's  aggressively  partisan  political  activity, 
fueled  by  coercive  union  dues,  is  not  only  an  infringement  on  their 
freedom  of  association,  but  an  insult  to  these  dedicated  and  com- 
petent and  experienced  teachers. 

Nor  do  NEA  union  officials  even  speak  for  all  of  their  own  mem- 
bers, the  majority  of  whom,  60  percent,  the  NEA  has  freely  admit- 
ted are  spUt  between  Republican  and  independent. 

A  view  of  educator  organizations  today  shows  that  there  are  up- 
ward of  300,000  professional  educators  across  the  Nation  who  have 
freely  chosen  to  organize  alternative  education  associations  in 
States  that  ban  coercive  unionism  rather  than  joining  one  of  the 
two  unions. 

They  do  not  march  in  a  lockstep  to  a  national  drum  beat.  Rather, 
they  are  involved  in  the  reform  process  within  their  own  commu- 
nities, formulating  measurable  standards  for  students,  demanding 
accountabilities  for  themselves  and  their  fellow  teachers,  and  pro- 
posing relief  from  oppressive  mandates  and  regulations  that  they 
believe  restrict  their  drive  for  educational  excellence. 

I  have  attached  to  my  testimony  a  list  of  those  associations,  most 
of  which  have  been  in  existence  longer  than  the  Department  of 
Education,  and  which  have  members  in  nearly  every  State  in  the 
Union.  The  list  includes  State-incorporated  teacher  organizations, 
and  several  national  ones,  all  dedicated  to  making  American  edu- 
cation the  best  in  the  world. 

They  not  only  have  divergent  views  from  the  so-called  blob, 
which  was  a  moniker  coined  by  former  Secretary  of  Education  Bill 
Bennett  to  describe  the  education  bureaucratic  monopoly  at  its 
worst,  but  views  differ  within  their  own  ranks  on  some  of  the  most 
current  reform  issues,  such  as  vouchers,  privatization,  charter 
schools,  alternative  certification,  and  site-based  management. 
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What  they  do  represent,  however,  is  a  creative,  energetic,  can-do 
spirit  of  professional  educators  who  know  that  with  the  proper  mix 
of  freedom,  flexibihty,  and  support,  they  can  find  many  different 
ways  to  teach  a  child,  organize  a  classroom,  or  design  a  successful 
education  program. 

If  we  are  to  bring  about  the  systemic  change  most  of  us  believe 
is  necessary  to  turn  our  education  programs  to  successful  models, 
these  individuals  must  also  be  invited  to  the  pohcy  tables  here  in 
Washington.  Their  voices,  focused  on  children  but  welcoming  diver- 
sity, need  to  be  heard  at  every  level  of  education  policyroaking. 

I  respectfully  suggest,  in  closing,  that  deliberations  on  education 
appropriations  do  give  consideration — and  I  have  heard  you  al- 
ready do  so  in  your  comments  earlier  today — not  simply  to  the  cat- 
egorical funding  of  targeted  programs,  but  defining  ways  to  return 
the  Nation's  taxpayer  money  to  the  grassroots  from  whence  it 
came,  to  be  used  specifically  in  classrooms  to  benefit  students  di- 
rectly. 

Instead  of  looking  to  fund  experimental  programs  carrying  lofty 
predictions  that  I  have  seen  brought  before  committees  such  as 
yours,  please  seek  opportunities  to  tap  into  the  tremendous  energy 
that  is  being  generated  all  across  the  Nation  in  small  and  large 
communities,  in  State  capitals  and  local  school  oflices,  and  in 
densely  populated  cities  and  in  rural  farmland  areas,  where  par- 
ents, teachers,  business  leaders,  school  managers  are  the  ones  that 
ultimately  do  make  education  reform  a  reality. 

The  effort  for  liberty  and  individual  freedom,  my  own  focus  for 
nearly  30  years,  is  the  answer  to  our  education  problems,  just  as 
history  shows  us  it  has  always  been  for  every  successful  American 
endeavor. 

PREPARED  STATEMENT 

I  would  urge  that  the  Department  of  Education  use  its  bully  pul- 
pit to  unleash  the  problem-solving  potential  of  our  own  citizens  and 
leaders,  to  be  an  overseer,  a  coordinator,  and  a  networking  leader 
that  encourages  a  wide  variety  of  education  programs  designed  and 
run  by  teachers,  parents,  taxpayers,  and  the  locally  elected  officials 
working  together. 

Again,  Mr.  Chairman,  I  thank  you  for  this  significant  oppor- 
tunity to  share  the  views  of  my  members  and  colleagues  through 
this  opportunity  to  provide  this  testimony  to  you  today. 

Senator  SPECTER.  Thank  you  very  much,  Ms.  Staub,  for  your 
very  important  testimony. 

[The  statement  follows:! 
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STATEMENT  OF  SUSAN  STAUB 

I  want  to  thank  you  for  the  opportunity  to  submit  testimony  before  this  Senate  Appropriations 
Subcommittee. 

While  education  is  not  the  primary  focus  of  my  current  responsibilities,  I  assure  you  that 
e<lucation  issues  have  played  and  continue  to  play  a  substantial  role  in  the  direction  of  our  work. 
My  education  views  have  been  formulated  first  as  a  public  school  teacher,  then  from  sixteen  years  of 
working  with  independent  educators  nationwide  as  founder  and  director  of  Concerned  Educators 
Against  Forced  Unionism  (CEAFU),  the  education  division  of  the  National  Right  to  Work 
Commidee. 

In  addition,  education  is  frequently  at  the  heart  of  the  key  issues  selected  by  our  Right  to 
Work  members  in  Pennsylvania  who  arc  actively  involved  in  public  policy  determinations.    Nine 
years  of  working  with  Pemisylvania  legislators,  taxpayers,  and  citizens  in  a  variety  of  business, 
cducaiion,  and  labor  coalitions  has  also  broadened  my  perspective  on  the  various  roles  played  by  the 
federal,  state,  and  local  governments  in  education  policy. 

I  am  not  presenting  a  statement  to  suggest  that  the  Department  of  Education  be  eliminated, 
although  I  must  state  that  the  overwhelming  consensus  of  my  contacts  in  14  states  is  that  removing 
education  as  a  cabinet  position  and  returning  it  to  a  federal  agency  overseen  by  another  cabinet 
position  would  be  the  soundest  solution  to  the  growing  problem  of  what  they  view  as  federal  micro- 
managemciit  and  intrusion  in  their  efforts  to  bring  education  reform  to  their  communities. 

I  am  taking  this  valuable  opportunity  primarily  to  ask  the  questions  of  you  that  I  hear  most 
often  when  the  Department  of  Education  (DOE)  is  discussed  -  questions  I  suspect  others  of  your 
constituents  ask. 

The  four  basic  questions  which  1  believe  every  public  office  holder,  and  everyone  in  a 
position  to  influence  public  policy,  must  answer  before  determining  how  the  nation's  taxpayers' 
money  is  to  be  spent  are: 

1.  Is  this  proposed  item  ol program  necessary  at  all?  _ 

2.  If  so.  is  it  best  met  by  funding,  mandating,  or  directing  it  from  Washington? 

3.  If  so,  what  is  the  most  appropriate,  effective,  and  cost-efficient  way  to  do  it? 

4.  What  measures  are  in  place  to  audit  the  success  of  the  program  --  in  this  case,  to 
show  increased  learning  or  improved  skills  have  occurred  for  the  majority  of  children 
enrolled  in  this  program? 

The  citizens,  parents,  teachers,  school  administrators,  school  board  directors,  and  students  I 
have  worked  with  for  more  than  25  years  want  what  you  want  --  the  best  opportunity  for  a  first  class 
education  for  every  American.    But  at  this  particular  time  in  our  nation's  history,  they  express  that 
ihey  have  no  faith  that  their  children  and  grandchildren  are  getting  it.  or  that  the  House/Senate 
Conference  Committee-recommended  1997  budget  of  $37.5  billion  in  DOE  discretionary  funding 
programs  will  pass  any  valid  test  of  accountability. 

If  this  view  is  a  case  of  their  simply  being  uninformed,  then  somewhere  the  lines  of 
communication  giving  our  citizens  substantive,  straight-forward,  and  valid  proof  have  broken  down. 

THF-  EDUCATION  MALAISE 

Reports  of  the  SAT.  ACT,  and  NAEP  test  scores  published  in  the  past  two  decades  have 
given  the  average  taxpayer -citizen  a  seriously  disturbing  picture  of  our  education  system.    Charles  J. 
Sykes.  in  his  recent  best-selling  book.  Dumbing  Down  Our  Kids,  writes  that  more  than  200  studies 
since  I960  have  shown  there  is  'no  systematic  relationship  between  expenditures  on  schools  and 
students'  performance."  nor  "between  the  major  ingredients  of  instructional  expenditures  per 
student... and  student  performance."  (1) 

Those  who  have  read  Mr.  Sykes'  well-documented  review  of  our  educational  system  are 
disillusioned  and  disgusted  with  the  ever-rising  annual  budgets  of  the  DOE  financed  by  taxes  they 
continue  (o  pay  which  seem  to  be  disappearing  into  a  black  hole.    Furthermore,  they  resent  a  federal 
bureaucracy  telling  them  how  to  educate  their  children  with  guidelines  covering  such  topics  as  "how 
schools  discipline  students,  the  content  of  sex  education  courses,  and  genders  of  textbook  authors.' 
(2) 
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They  overwhelmingly  believe  that  education  reforms,  policies,  practices,  and  standards  arc 
strongest  w!)cn  generated  from  within  their  own  communities,  at  the  local  level.    Nor  do  they  believe 
it  is  too  much  to  ask  llie  members  of  this  committee,  who  arc  charged  with  the  responsibility  of 
appropriating  their  Lix  dollars  to  provide  the  best  education  possible  for  all  our  children,  to  put  each 
and  every  category  in  the  proposed  expenditures  to  the  aforementioned  4-point  test. 

The  bottom  line,  however,  is  really  the  answer  to  question  #4:  Show  us  the  proof;  not  simply 
(hat  the  program  is  being  administered  according  to  the  guidelines,  but  that  children  are  actually 
learning  and  achieving  more  from  it. 

THE  BURDEN  OF  REGULATIONS 

A  major  issue  with  school  board  directors,  administrators,  and  teachers  who  must  answer  to 
p.ircnts  and  tpxp.iycrs  in  their  own  communities  are  the  overwhelming  regulations,  mandates,  and 
reporting  requirements  that  inevitably  accompany  federal  monies,  so  that  the  cost  of  compliance 
becomes  a  greater  burden  than  the  program's  potential  education  lift. 

A  recent  widely  reported  Ohio  study,  for  example,  found  that  local  schools  must  submit  "as 
many  as  170  federal  reports  tolalling  more  than  700  pages  during  a  single  year,  consuming  viu! 
resources  without  any  improvement  in  the  quality  of  education  children  receive."  (3)    Other 
examples  of  this  regulatory  burden  were  reported  in  a  March  21,  1996  "Issue  Brief*  from  the  Alexis 
dc  Tocquevillc  Institution.  Among  their  findings: 

--"Payments  to  administrators,  social  workers,  and  other  non-teaching  personnel  constitute 
24^-PCKcni  of  total  U.S.  public  education  spending  (K-12  and  higher  education).... much  of 
this  .spare  tire  is  imposed  on  them  by  the  burden  of  meeting  complex  regulatory,  reporting, 
and  mandate  standards.* 

""U.S.  public  schools  spend  up  to  60  percent  more  on  non-teaching  suff  than  other  Western 
countries  and  nearly  twice  what  U.S.  private  schools  do..." 

--"Federal  regulations  on  special  education  alone  represent  an  unfunded  mandate  on  state  and 
local  governments  in  excess  of  $14  billion.   This  is  more  than  half  the  $25  billion  federal 
contribution."  (4) 

In  reporting  how  much  it  actually  costs  America's  schools  to  comply  with  the  regulatory 
burdens  of  just  the  DOE's  $25  billion  in  grants  and  program  aid,  the  Institution's  researchers  cited 
state  officials  from  four  states  declining  "to  accept  funding  under  the  federal  'Goals  2000'  program"  • 
and  others  who  "may  opt  out  in  the  future  as  well,"  (5) 

A  summary  of  tliis  point  is  well  represented  by  a  quote  from  the  education  liaison  to  Alabama 
Governor  Fob  James,  Jr.: 

"This  whole  debate  really  boils  down  to  the  issue  of  who  will  control  the  schools. 
The  federal  government  has,  through  its  funding  policy,  been  in  the  business  of  eroding  state 
authority  in  education  for  a  long  time.    In  the  area  of  special  education  and  vocational 
education,  for  example,  the  feds  supply  about  ten  percent  of  the  money  yet  they  require  the 
entire  program  to  be  run  according  to  the  federal  mandate. "(6) 

My  own  state  of  Pennsylvania  has  been  handed  a  bill  from  the  U.S.  Department  of  Education 
for  $3  million  over  a  compliance  issue  under  the  Perkins  Act.   Although  state  officials,  acting  in 
good  faith,  spent  the  requisite  amount  of  money  to  train  dislocated  workers,  Pennsylvania's  State 
Department  of  Education  has  been  declared  in  "non-compliance"  with  the  program  because  it  did  not 
fit  the  federal  government's  specific  "maintenance"  guidelines. 

It  is  precisely  this  kind  of  burdensome,  over-regulatory,  and  intrusive  specifications 
accpmp;«nying  too  many  of  the  DOE's  more  than  200  programs  that  result  in  local  school  policy 
being  dictated  by  Washington,  thus  creating  wide-spread  taxpayer-citizen  mistrust.    Again,  parents 
and  most  educators  believe  that  education  reforms,  policies,  practices,  and  standards  are  strongest 
when  generated  from  within  their  own  communities  and  they  resent  one-size-fits  all  mandates. 

Furthermore,  they  want  choices  made  available  that  allow  teachers  and  parents  to  work 
together,  that  recognize  parents  have  the  primary  responsibility  to  see  how  their  children  are 
educated,  and  tliat  respect  their  ability  to  make  the  best  choices  for  their  own  children.    Their  answer 
to  my  original  question  #2  for  most  department  of  education  programs  has  been  "no,  it  is  not  best 
handled  from  Washington." 


538 


The  amendments  to  the  "Goals  2000"  program  in  the  1996  education  budget  agreement 
enacted  in  laie  April  were  a  step  in  the  right  direction  --  amendments  which  were  modeled  after  a 
bill  originally  introduced  last  fall  by  Ihe  chairman  of  this  subcommittee.  Senator  Arlen  Specter,  to 
open  up  the  program  and  easj  some  of  its  compliance  burdens.    But  they  did  not  go  nearly  far 
enough  for  those  who  frankly  oppose  the  federal  co-opting  of  local  citizens'  responsibility  in  making 
education  policy.    The  elimination  of  21  programs  for  additional  savings  are  recognized  as  simply 
"too  little,  too  late"  by  the  nation's  parents  and  taxpayers  who  have  seen  no  measurable  gain  in 
academic  excellence  for  their  schools  to  warrant  Ihe  high  cost. 

The  fact  that  the  establishment  of  the  DOE  in  1979  was  the  result  of  a  1976  campaign 
promise  from  ihen-Presideni  Jimmy  Carter  to  the  National  Education  Association  (NEA)  union 
continues  to  offend  thousands  of  parents  and  educators  who  do  view  the  department  as  nothing  more 
than  a  wholly  owned  subsidiary  of  a  militant  behemoth  union. 

Parents,  taxpayers,  and  educators  with  whom  i  have  worked  are  suspicious  of  what  they 
believe  to  be  the  social  engineering  being  proposed  and  ratified  at  the  federal  level,  primarily  at  the 
behest  of  the  NEA  union.   They  see  the  DOE  as  one  of  the  primary  instruments  for  the  union's 
agenda  -  an  agenda  which  demands  that  more  and  more  of  their  hard-earned  money,  conservatively 
estimated  at  $5.6  million  in  NBA-backed  proposals  alone  (7),  be  poured  into  programs  which  focus 
more  on  social,  political,  and  cultural  indoctrination  than  on  the  fundamentals  of  English, 
Mathematics,  U.S.  and  World  History,  Civics,  and  Languages. 

THE  TEACHERS  EYE  VIEW  OF  EDUCATION  REFORM 

The  chilling  declarations  by  NEA  officials  --  "we  are  the  only  union  in  the  country  with  its 
own  cabinet  department,"  and,  we  are  determined  to  have  "sufficient  clout  [to]  roam  the  halls  of 
Congress  and  collect  votes  to  reorder  the  priorities  of  (he  United  States  of  America"  (8)  --  continue 
to  rankle  the  thousands  of  teacher  advocates  for  fundamental,  child-centered,  educational  excellence 
iti  our  school.s. 

The  truth  is.  NEA  union  officials  do  not  speak  for  all  the  nation's  educators.  The  union's 
-aggressively  partisan  political  activity,  fueled  by  coercive  union  dues  seired  from  hundreds  of 
thousands  of  nonunion  educators  nationwide,  is  not  only  an  infringement  on  their  freedom  of 
as.sociation,  but  an  insult  to  these  dedicated,  competent,  and  experienced  teachers.    Nor  do  NEA 
union  officials  even  speak  for  all  of  their  own  members,  the  majority  of  whom  (60%)  they  freely 
admit  have  declared  themselves  "split  between  the  GOP  and  independent/undeclared  label."  (9) 

A  view  of  educator  organizations  today  shows  there  are  upwards  of  300,000  professional 
educators  across  this  nation  who  have  freely  chosen  to  organize  alternative  education  associations  in 
states  that  ban  coercive  unionism  rather  than  join  either  of  the  two  major  unions. 

They  do  not  march  lock-step  to  a  "national  drum"  beating  to  drown  out  all  efforts  for 
systemic  education  reform.    Rather,  they  are  involved  in  the  reform  process  within  their  own 
communities,  formulating  measurable  standards  for  students,  demanding  accountability  for  teachers, 
and  proposing  relief  from  the  oppressive  federal  and  state  mandates  and  regulations  that  restrict  their 
drive  for  educational  excellence. 

Wisconsin  Governor  Tommy  Thompson,  Chairman  of  the  National  Governor's  Association, 
recognized  the  tremendous  growth  of  this  resource  by  inviting  a  representative  of  the  Professional 
Educators  of  Georgia  (PAGE)  lo  attend  the  1996  Spring  Palisades,  New  York  education  summit  as 
one  of  the  30  selected  education  "monitors."  While  PAGE  is  one  of  the  three  independent  educator 
organizations  which  now  represent  the  mqjority  of  teachers  in  their  states  (the  others  arc  Texas  and 
Missouri),  the  explosive  growth  of  these  groups  in  sUtes  like  Indiana,  Iowa,  South  Carolina, 
Louisiana,  and  California  is  testimony  to  the  widespread  nature  of  the  nation's  independent,  child- 
focused  educators. 

Attached  to  this  testimony  is  a  list  of  these  associations,  most  of  which  have  been  in  existence 
longer  than  the  DOE,  and  which  have  members  in  nearly  every  stale  of  the  union.    The  list  includes 
state  incorporated  teacher  organizations  and  several  national  ones,  all  dedicated  to  making  American 
education  the  best  in  the  world.   They  not  only  have  divergent  views  from  the  so-called  "blob^'  a 
moniker  coined  by  former  SecreUry  of  Education  Bill  Bennett  to  describe  the  education  bureaucratic 
monopoly  at  its  worst,  but  their  views  also  differ  within  their  own  ranks  on  some  of  the  most  current 
reform  issues,  such  as  vouchers,  privatization,  charter  schools,  alternative  certification,  and  site- 
based  management,    What  they  d[o  represent,  however,  is  the  creative  and  energetic  "can  do"  spirit 
of  professional  educators  who  know,  that  with  the  proper  mix  of  freedom,  flexibility,  and  support, 
they  can  find  many  different  ways  to  teach  a  child,  organize  a  classroom,  or  design  a  successful 
education  program.  If  we  are  to  bring  about  the  systemic  change  most  of  us  believe  is  necessary  to 


turn  our  education  programs  to  successful  models,  these  individuals  must  also  be  invited  to  the 
education  policy  tables  here  in  Washington.  Their  voices,  focused  on  children  but  welcoming 
diversity,  need  to  be  heard  at  every  level  of  education  policy-making. 

Seventeen  years  ago,  debating  the  creation  of  the  Department  of  Education,  then  Senator 
Abraham  Ribicoff  predicted  that  the  DOE  would  have  a  "lean,  tight,  simple  and  efficient  structure." 
(10)  Today  we  sec  a  bureaucracy  described  by  the  General  Accounting  Office  as  'replete  with  long- 
standing management  problems,*  a  federal  department  which  spent  $372  million  in  departmental 
management  in  the  1995  Fiscal  Year  and  employed  more  than  5,000  individuals  -  an  increase  since 
1990  of  nearly  10%--  to  direct  a  lax-payer  funded  $30  billion  program.  (11)    A  department  "whose 
budget  for  fiscal  year  1995  was  nearly  25%  higher  in  real  (i.e.,  inflation-adjusted)  dollars  than  when 
the  department  was  created."  (12) 

Placing  these  efforts  in  view  of  my  original  question  /C3,  how  would  our  fellow  taxpayers 
an.swer?    1  submit  they  would  demand  that  the  focus  of  their  tax  dollars  be  on  educating  children,  not 
on  providing  jobs  for  adults. 

With  this  in  mind,  I  respectfully  suggest,  in  closing,  that  in  your  deliberations  on  education 
appropriations,  you  give  consideration  not  simply  to  the  categorical  funding  of  targeted  programs, 
but  to  finding  ways  to  return  the  nation's  taxpayers'  money  to  the  grassroots  from  whence  it  came, 
to  be  used  specifically  in  classrooms  to  benefit  students  directly. 

Instead  of  looking  to  fund  experimental  programs  carrying  lofty  predictions,  seek 
opporiuiiitics  to  tap  into  the  tremendous  energy  being  generated  across  this  nation  in  small  and  large 
communitic5,  in  slate  capitols  and  local  school  offices,  and  in  densely  populated  cities  and  rural 
farmland  areas  where  parents,  teachers,  business  leaders,  and  school  managers  arc  the  ones  who 
ultimately  must  make  education  reform  a  reality.    The  effort  for  liberty  and  individual  freedom  --  my 
own  professional  focus  for  nearly  30  years  -  is  the  answer  to  our  education  problems,  just  as  history 
shows  us  it  has  always  been  for  every  successful  American  endeavor. 

I  would  urge  that  the  Department  of  Education  use  its  "bully  pulpit*  to  unleash  the  problem- 
solving  potential  of  our  own  citizens  and  leaders;  to  be  an  overseer,  coordinator,  and  networking 
leader  that  encour.igcs  a  wide  variety  of  education  programs  designed  and  run  by  teachers,  parents, 
taxpayers  and  their  locally  elected  officials  working  together. 

If  focused  in  this  way,  then  I  submit  the  people  will  believe  the  federal  government  has  lived 
up  to  the  promises  made  17  years  ago. 

Again,  1  thank  the  members  of  the  committee  for  this  opportunity  to  share  the  views  of  my 
members  and  colleagues  through  this  opportunity  to  provide  testimony. 
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INDEPENDENT  PROFESSIONAL  EDUCATORS  ASSOCIATIONS 


American  Association  of  Educators  in  Private  Practice  (AAEPP) 

N  7425  Switzke  Road 
Watertown.  WI  53094 

Chris  Yclich.  Executive  Director      800-252-3280 

FAX  (414)  699-8280 

Arizona  State  Professional  Educators 

1412  East  Broadway 

Mesa,  AZ  8S204  (602)834-5182 

Ms.  Kathleen  Buntin 

Mr.  David  Smith 

Arkansas  Christian  Educators  Association 
707  Turtle  Creek  Drive 
Rogers.  AK  72756 

Mr.  Jim  Parsons.  Exec.  Dir. 

Associated  Professional  Educators  of  Louisiana 

P.  O.  Box  14265 

Baton  Rouge.  LA  70898-42645       (504)  769-4005 
Ms.  Ruth  Petry  1-800-364-2735 

FAX  (504)  769-6108 

Association  of  American  Educators 

26012  Marguerite  Parkway.  Suite  333 

Mission  Vicjo.  CA  92692  1-800-704-7799 

Mr.  Gary  Bcckner  Fax  (714)  582-3206 

Association  of  Fairfax  Professional  Educators 
P.  O.  Box  1344 
Springfield.  VA  22151-0344 

Ms,  Christine  Curry.  President         (703)  560-5263 

Fax  (703)  641-8469 

Association  of  Professional  Oklahoma  Educators 
HC  62.  Box  188 
Durant.  OK  74701 

Olan  E.  Isbell.  Exec.  Secy.  (405)  920-2627 

Association  of  Texas  Professional  Educators 

505  East  Huntland  Drive,  Suite  250 

Ausrin.  TX  78752-3792  512-467-0071 

Ms.  Peggy  DeRouen  1-800-777-2873 

Ms.  Beth  Graham  Fax  (512)  467-2203 

Ms.  Gay  la  Langlcy 

Mr.  Doug  Rogers.  Exec.  Dir. 

Ms.  Patty  Ruth 
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Christian  Educators  Association,  Internatinal 

1615  Howard  Street 
P.  O.  Box  50025 

Pasadena.  CA  91105  (818)798-1124 

Mr.  Forrest  Turpin,  Exec,  Dir. 

Highland  Professional  Educators 

1330  Old  Trenton  Road 
Highland,  IL  62249 

Idaho  Association  of  Professional  Educators 

P.  O.  Box  533 
Rigby. ID  83442 

-      Mr.  Donald  Goerg.  Pres.       (208)  745-7613 

Indiana  Professional  Educators 
6919  E.  Tenth  Street,  Suite  B-4 
Indianapolis,  IN  46219  (317)  356-2878 

Mrs.  H.  Jane  Ping 

Kentucky  Association  of  Professional  Educators 
P.  O.  Box  24506 
Lexington.  KY  40524-4566 

Ruth  A.  Green.  President      (606)  278-7016 

Keystone  Teachers  Association 

640  Billet  Drive 

Mechanicsburg.  PA  17055 

Mr.  Randy  Hoffman,  President        (717)  432-5185 
Mr.  C.  Scott  Campbell,  Secretary     (717)  697-0509 


Fax  (717)  432-5185 


Mesa  Independent  Professional  Educators 
1410  E.  Broadway,  Suite  C 
Mesa,  AZ  85204 

Mississippi  Professional  Educators 

629  N.  Jefferson  Street 
Jackson.  MS  39202-3102 
Mrs.  Teresa  Bryant 

Missouri  State  Teachers  Association 

P.  O.  Box  458 

Columbia.  MO  65205  (314)  442-3127 

Ms.  Louetta  Floyd  1-800-392-0532 

Mr.  Marvin  Floyd  Fax  (314)  443-5079 

Mr.  Kent  King 
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National  Association  of  Professional  Educators 
412  First  Street.  S.E. 
Washington.  DC  20003 

Mr.  William  Crocket.  President 

New  Mexico  Association  of  Classroom  Teachers 

640  N.  Almendra 

Law  Cruces.  NM  88001 

Clarence  Fielder,  Treasurer  (505)  524-7210 

Fax  (505)  424-4813 

Ohio  Professional  Educators 

6969  Stonecreek.  N.E. 
North  Canton.  OH  44721 

Mr.  Dick  Wingerter.  Dir. 

Oklahoma  Vocational  Association 

4545  North  Lincoln  Blvd..  Suite  159 
Oklahoma  City.  OK  7315-3404 

Jane  Nelson.  Asst.  Director  (405)  525-8906 

Fax  (405)  525-8973 

Palmetto  State  Teachers  Association 

2010  Gadsden  Street 

Columbia.  SC  29201-2033  1-800-849-7782 

Ms.  Kathy  Cauthen  Fax  (803)  779-2839 

Dr.  Elizabeth  Gressctte 

Miss  Anna  Wimberly 

Professional  Alabama  Educators 
c/o  Decatur  High  Developmental  Program 
1011  A  Prospect  Drive.  S.E. 
Decature.  AL  35601 

Linda  Schlagenhauf.  Pres.      (205)  552-3008 

Professional  Association  of  Georgia  Educators 
3700  B  Market  Street 

Clarkson.  GA  30021  1-800-334-6861 

Dr.  Barbara  Christmas  (404)  292-7243 

Fax  (404)  292-8640 

Professional  Educators  Association  of  Kansas 

1901  Louisiana  Street 
Lawrence.  KS  66046 

Fred  Schultz,  President         (913)  842-6222  ext.  353 
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Professional  Educators  Network  of  Florida,  Inc. 

P.  O.  Box  7277 

Jacksonville.  FL  32238 

Ms.  Cathy  DcMoisey.  Adminstrative  Director         (904)  778-7405 

800-311-7770 
FAXJ904)  771-0307 

Professional  Educators  of  Iowa  (PEI) 
P.  O.  Box  564 
Oskoloosa,  lA  52577 

Jim  Hawkins.  President         (515)  981-9875 

Professional  Educators  of  Mississippi 
P.  O.  Box  2250 
Jackson,  MS  39225-2550 
Jerome  Smith 

Professional  Educators  of  North  Carolina 

1212  S.  Blvd.,  Suite  lOI-A 

Charlotte,  NC  28203  (704)  335-0089  Dr.  Davis  Bingham 

Ms.  Peggy  Bolden  1-800-542-8844  H  (803)  681-8456 

H  (910)  227-2244  1414  Myrtle  Warbler 

Fax  (704)  377-6919  Hilton  Head.  SC  29926 

Professional  Educators  of  Tennessee 
1116  West  Seventh  Street.  Suite  234 
Columbia.  TN   38401 

Dr.  Bernard  Bill  (615)  381-5392 

South  Piedmont  Association  of  Professional  Educators 

3520  Windsor  Drive 
Charlotte.  NC  28209-3358 

Ms.  Dorothy  Carnego  1-800-542-8844 

Ms.  Sarah  Hovis 

Utah  Coalition  for  Freedom  In  Education 
P.  O.  Box  303 
Logan.  UT  84321 

Vermont  Educators  for  Professional  Free  Choice 
P.  O.  Box  275 
Burlington,  VT  05402 

Mr.  Dave  Stuller,  Chairman 

Washington  Education  Association  Challenger  Network 

4815  E.  Pineglen  Lane- 
Mead.  WA  99021 

Ms.  Cindy  Omlin 
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West  Virginia  Professional  Educators 

Rouie  1,  Box25-B 

Red  House,  WV  25168  (304)  586-3451 

Ms.  Jean  Hinkle  Fax  (304)  472-0772 

Ms.  Ann  Livesay  (304)  472-5452 

Mr.  Ernest  Page,  Exec.  Dir. 

Ms.  Beverly  Snyder 

Wisconsin  Independent  Educators  Network 

132  Laurel  Drive  South 

West  Bend,  WI   53095 

Mr.  Jim  Shutes 


STATEMENT   OF   MICHELLE   EASTON,   PRESIDENT,   VIRGINIA   STATE 
BOARD  OF  EDUCATION,  HERNDON,  VA 

Senator  Specter.  We  now  turn  to  Ms.  Michelle  Easton,  ap- 
pointed by  the  Governor  to  the  Virginia  Board  of  Education  and 
elected  as  president  of  the  board  this  year.  Ms.  Easton,  the  floor 
is  yours.  Thank  you  for  joining  us. 

Ms.  Easton.  Thank  you,  Senator  Specter.  I  do  appreciate  your 
having  me  come  in  here  and  give  a  point  of  view  that  perhaps  you 
don't  hear  that  frequently,  especially  from  folks  with  titles  presi- 
dent of  the  board  of  education,  but  I  do  feel  that  a  lot  of  my  views 
are  shared  widely  among  citizens  and  taxpayers,  certainly  in  the 
Commonwealth. 

When  it  comes  to  the  basic  issue  of  the  Department  of  Education, 
I  feel  in  good  company  with  President  Ronald  Reagan  who  had 
some  very  strong  views  about  the  Department,  and  I  think  those 
views  are  as  correct  now  as  they  were  in  1980  when  he  first  talked 
about  the  Department. 

I  will  summarize  my  statement,  also,  in  the  interest  of  time. 

Senator  Specter.  Thank  you.  Your  full  statement  will  be  made 
a  part  of  the  record  and  your  summarization  would  be  appreciated. 

Ms.  Easton.  In  addition  to  being  president  of  the  State  board, 
I  had  the  privilege  of  serving  as  an  appointee  of  Presidents  Reagan 
and  Bush  for  7  years  at  the  Federal  Department,  and  so  I  spent 
a  lot  of  years  there.  I  lived  there.  I  have  a  really  good  sense  of  how 
it  operates  and  how  it  works.  I  am  also  a  teacher  by  training,  by 
profession,  before  I  came  to  Washington  and  decided  to  go  to  law 
school,  and  the  mother  of  three  boys,  16,  13,  and  10,  struggling  to 
get  the  best  education  I  can  for  them. 

I  do  think  President  Reagan  was  right  when  he  said  when  he 
was  running  for  President  that  he  disagreed  with  the  creation  of 
the  Department  of  Education  and  that  he  was  going  to  make  an 
effort  to  eliminate  it.  He  didn't  succeed  for  a  variety  of  reasons,  but 
I  do  think  that  his  basic  premise,  that  education  is  a  clear  example 
of  a  government  function  that  is  best  handled  at  the  State  and 
local  community  level  and  with  the  people. 

What  I  would  like  to  do  as  a  State  school  board  president:  cite 
three  specific  instances  of  what  has  gone  wrong,  in  our  view,  in 
Virginia  with  this  $30  billion  annually  that  we  are  spending  in  the 
Federal  Government  for  education.  My  first  example  is  Virginia's 
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long-running  legal  battle  with  the  special  education  people  at  the 
Department  of  Education. 

Governor  Allen  coined  a  word,  he  calls  it  the  federales,  people 
that  come  into  Virginia  and  try  to  instruct  us  in  details  of  running 
our  schools  that  we  feel  are  inappropriate.  In  this  case,  the  Federal 
department  is  attempting  to  force  the  State  to  put  teachers  and 
other  students  in  great  danger  in  a  few  cases  where  we  have  some 
very  violent  children  who  have  disabilities.  But  their  disability  has 
nothing  to  do  with  the  violence  or  with  the  misbehavior,  and  the 
Federal  Government  is  saying  that  we  cannot  expel  these  children 
under  any  circumstances. 

In  some  of  our  districts,  we  have  alternative  schools  where  we 
can  send  these  children,  but  in  those  school  districts  where  we 
don't  have  alternative  schools.  The  Department,  the  Federal  Gov- 
ernment, is  telling  us  we  must  put  the  very  violent  children  in 
schools  with  others. 

To  me,  the  most  telling  story  on  this  is  when  a  mother  of  an  ele- 
mentary school  little  girl  who,  was  mentally  retarded,  came  to  me 
privately  and  thanked  me  for  our  position  in  this  ongoing  lawsuit. 
She  said  that.  It  is  little  ones  like  mine,  a  little  retarded  child,  that 
are  more  at  risk  from  these  violent  students  than  anyone  else. 

Surely  we  can  agree  that  issues  like  this,  about  maintaining  safe 
and  disciplined  schools,  are  properly  in  the  purview  of  State  and 
local  governments. 

The  second  instance  I  want  to  cite  is  President  Clinton's  newest 
proposal  for  $5  billion  for  school  construction  and  renovation.  We 
would  see  that  as  another  centralizing  of  decisionmaking  in  Wash- 
ington and  usurping  responsibility  from  local  school  districts  who 
are  much  better  able  to  make  decisions  about  school  construction 
and  renovation,  and  again,  it  sets  localities  for  dependency  on  the 
Federal  Government. 

I  must  say  that  I  was  on  a  TV  show  last  night  with  a  woman 
who  said:  "Look,  this  is  not  taxpayer  money,  I  mean,  we're  not  tak- 
ing taxpayer  money  and  sending  it  to  Washington,  this  is  money 
that  comes  from  corporations."  As  if  corporations  didn't  pay  taxes. 
And  I  really  think,  at  heart,  that  if  the  Federal  Government  comes 
in  and  begins  funding  school  construction  that  this  really  could  ac- 
tually discourage  local  school  districts  from  doing  what  they  should 
do  which  is  managing  their  money  well  enough  to  take  care  of  con- 
struction and  renovation  costs. 

The  third  example  I  would  like  to  give  is  one  that  you  have  al- 
ready mentioned,  to  review  quickly  why  I  am  so  opposed  to  the 
Goals  2000  Act  and  why  the  State  of  Virginia  has  chosen  not  to 
participate.  First,  I  want  to  commend  you.  Senator,  for  your  efforts 
in  the  amendments  that  were  enacted  for  the  Goals  2000  Act. 
There's  no  doubt  at  all  that  it  is  a  much  better  act  than  it  was. 
It  did  take  away  some  of  the  most  objectionable  provisions  and  it 
moves  in  the  right  direction,  but  we  still  have  tremendous  concerns 
about  it  in  Virginia. 

I  have  never  seen  a  Federal  program  that  is  a  no-strings  pro- 
gram the  way  it  has  been  described,  and  I  have  worked  with  a  lot 
of  fine  people  at  the  Department.  Some  of  them  were  sitting  behind 
Secretary  Riley,  some  of  the  smartest,  sharpest  people  I  have  ever 
worked  with. 
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But  my  criticism  is  that  the  Federal  mindset,  the  Federal  offi- 
cials tend  to  be  more  interested  in  turf  than  in  teaching,  and  this 
became  even  more  apparent  to  me  when  I  shifted  to  the  State  level 
and  I  saw  the  different  kind  of  attitudes  that  the  State  officials 
have  about  authority  to  the  maximum  extent  possible  being  in  the 
local  district. 

In  Virginia,  we  just  don't  want  the  Federal  Government  setting 
parameters  for  our  school  reform.  We  are  working  very  hard  on  im- 
proving our  schools  in  Virginia  and  so  as  a  good  faith  measure, 
after  the  amendments  and  many  of  the  local  Congressmen  in  Vir- 
ginia and  State  legislators  said,  look,  now  it  is  a  no-strings  pro- 
gram; won't  you  please  consider  it? 

So,  what  the  State  board  did  is  we  asked  Secretary  Riley,  if  we 
take  all  of  that  money  and  we  use  it  for  computers,  classroom  com- 
puters and  related  educational  technology  without  intrusive  Fed- 
eral oversight  of  our  State  and  local  programs,  would  that  be  OK? 
Could  we  participate  in  that  way.  But  Secretary  Riley  refused.  We 
couldn't  use  100  percent  of  the  available  funding  for  classroom  com- 
puters and  he  also  said  that  we  had  to  comply  with  many  of  the 
strings  that  were  left  in  there  that  we  find  objectionable. 

For  example,  we  still  had  to  prepare  the  State  improvement  plan 
that  is  described  in  the  law  that  would  require  Virginia  to  put 
items  into  our  plan  that  we  are  not  working  on  in  terms  of  reform, 
in  terms  of  our  focus.  We  have  set  out  what  we  want  to  do. 

It  would  require  us  to  submit  to  site  visits.  We  would  still  have 
to  have  site  visits  from  the  Federal  Government.  We  would  still 
have  to  get  permission  from  the  Federal  Government  before  mak- 
ing changes  to  our  plan  and  it  would  prevent  Virginia  from  allocat- 
ing the  funds  to  local  school  systems  according  to  our  own  progres- 
sive State  education  formula.  We  would  have  to  do  it  the  way  the 
Federal  Government  said  we  should. 

STATE  ACADEMIC  STANDARDS 

Now,  we  spent  2  years  on  the  State  board  of  education,  it  was 
a  bipartisan  effort  at  the  time  that  we  did  our  new  "Standards  of 
Learning."  We  had  five  Democrats  and  four  Republicans  working 
with  thousands  of  people  all  over  the  State  to  improve  and  toughen 
our  State  academic  standards.  I  have  a  copy  of  them  if  you  think 
it  is  appropriate  to  include  it  with  this  testimony,  that  would  be 
great. 

We  produced  these  without  any  Goals  2000  money,  without  any 
help  from  the  Federal  Government. 

Senator  Specter.  We  will  make  that  a  part  of  the  record.  Thank 
you,  Ms.  Easton. 

[Clerk's  note. — Due  to  its  volume,  the  above  mentioned  publica- 
tion has  been  held  in  subcommittee  files.] 

Ms.  Easton.  Thank  you.  These  have  gotten  national  acclaim  all 
the  way  from  Al  Shanker  of  the  AFT,  teacher  union  Lewis  Gerstner 
of  IBM,  former  Senator  Dole,  and  several  States  have  said  they  are 
looking  at  these  and  interested  in  perhaps  adopting  them  in  whole 
or  in  part.  We  did  all  of  this  without  the  Federal  Government. 

The  goals  of  Goals  2000,  one  of  the  major  goals,  is  to  get  States 
to  do  this.  Why  should  we  submit  a  plan  to  the  Federal  Govern- 
ment telling  about  what  we  have  already  done?  We  have  an  assess- 
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merit  process  underway  and  we  believe  we  have  moved  to  a  posi- 
tion of  national  leadership. 

We  have  these  rigorous  new  standards.  We  have  developed  com- 
prehensive testing  proposals  and  we  have  made  significant  invest- 
ment in  Virginia  in  funds  for  classrooms  and  technology.  As  the 
Governor  says,  why  would  we  surrender  State  and  local  control  of 
education  to  the  Federal  Government  for  a  few  cents  per  day  per 
student. 

Another  question  in  my  mind,  in  the  year  2000  when  we  haven't 
met  the  national  goals  that  have  been  set  out,  does  Goals  2000  just 
go  on  and  on?  Is  it  a  Federal  program  that  just  goes  on  and  on  with 
the  only  certainty  being  increased  taxpayer  money  to  fund  it? 

PREPARED  STATEMENT 

In  conclusion,  if  I  could  just  say  that  these  three  items  that  I 
have  cited,  the  construction,  the  special  education  and  Goal  2000, 
seem  almost  designed,  in  our  view,  to  create  an  unhealthy  depend- 
ency by  States  and  localities  upon  the  Federal  Government  that  is 
contrary  to  the  American  tradition  of  State  and  local  control  of 
schools.  And  that's  why,  in  addition  to  believing  that  Goals  2000 
should  be  repealed,  I  do  believe  that  Congress  should  eliminate  the 
$30  billion  U.S.  Department  of  Education  and  return  education  to 
States  and  communities  once  and  for  all. 

Thank  you,  Senator. 

[The  statement  follows:] 
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STATEMENT  OF  MICHELLE  EASTON 

I  appreciate  the  opportunity  to  testify  before  you  today  about  the 
U.S.  Department  of  Education.  My  perspectives  on  this  issue  come 
from  four  major  experiences: 

-First  is  my  service  in  several  positions  for  a  total  of  seven  years, 
at  the  U.S.  Department  of  Education  as  an  appointee  of  Presidents 
Reagan  and  Bush; 

-Second,  as  a  state  level  policy  maker  struggling  to  resist  federal 
interference  in  Virginia  schools,  in  my  capacity  as  President  of  the 
State  Board  of  Education; 

-Third,  as  a  teacher,  the  profession  I  trained  for  in  college  and  in 
which  I  was  certified  provisionally  in  both  New  York  and  Virginia, 
before  1  came  to  work  on  the  policy  debates  in  Washington,  DC  (and 
then  got  a  law  degree  here  in  DC  at  night  while  working);  and 

-Fourth,  as  a  parent  of  three  sons  16  and  under,  in  which 
capacity  I  am  unable  to  cite  any  instance  where  the  hundreds  of 
billions  of  dollars,  spent  by  the  U.S.  Department  of  Education  since  it 
was  created  in  1979,  has  in  any  way  advanced  the  education  of  my 
children  or  that  could  not  have  been  done  by  a  state  or  local  education 
entity. 

T  came  to  work  at  the  U.S.  Department  of  Education  early  in  the 
Reagan  Administration  because  President  Reagan  had  pledged  to  close 
down  this  new  federal  bureaucracy  when  he  was  running  for  President, 
and  I  wanted  to  help  him.  President  Reagan's  plans  for  the  U.S. 
Department  of  Education  are  as  correct  in  1996  as  they  were  in  1980. 

The  10th  Amendment  of  the  United  States  Constitution  reserves 
to  the  states  the  rights  and  responsibilities  for  American  education. 
The  Founding  Fathers  had  it  right.  The  federal  government  has  no 
business  running  the  educational  system  or  even  telling  others  how  to 
run  it.  Education  is  a  clear  example  of  a  government  function  that 
should  be  returned  to  the  states,  local  communities,  and  to  the  people. 
The  small  amount  of  money  the  federal  government  contributes  - 
about  7  percent  of  total  spending  on  public  schools  -  has  brought 
Washington  bureaucrats  entirely  too  much  control  over  educational 
policy. 
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But  we  were  warned.  Representative  John  Erlenbom  (R-IL)  and 
seven  other  Republicans,  dissenting  from  the  committee  report  that 
recommended  establishing  the  federal  department  wrote,  "The 
Department  of  Education  will  end  up  being  the  Nation's  super  school 
board.  That  is  something  we  can  all  do  without "  And  of  course  the 
Goals  2000  legislation  created  just  that  --  a  national  school  board. 

And  Richard  W.  Lyman,  then  president  of  Stanford  University, 
testified  before  Congress  that  "the  two  hundred  year  old  absence  of  a 
Department  of  Education  is  not  the  result  of  simple  failure  during  all 
that  time.  On  the  contrary,  it  derives  from  the  conviction  that  we  do 
not  want  the  kinds  of  educational  systems  that  such  arrangements 
produce." 

The  intervening  years  have  done  nothing  to  alleviate  those 
concerns.  Over  the  years  the  Department's  budget  has  risen  steadily, 
and  the  Department  began  to  devise  national  standards.  T  believe  the 
Education  Department  has  wasted  taxpayers'  money,  taken  control  of 
schools  away  from  parents  and  communities,  and  done  little  to 
improve  the  quality  of  education.  The  Education  Department  should 
be  abolished. 

As  a  State  School  Board  President,  I  will  cite  three  specific 
instances  of  what  has  gone  wrong  with  thirty  billion  dollars  aimually 
of  federal  government  involvement  in  education,  which  is  rightfully  a 
state,  local,  and  parental  responsibility. 

1    Virginia  is  in  a  long  running  legal  battle  with  the  federal 
special  education  enforcers  -  we  call  folks  like  these  federales  in 
Virginia.  The  federales  are  attempting  to  force  us  to  put  teachers  and 
other  students  in  great  danger  from  violent  students.    The  federal 
Education  Department  is  insisting  that  violent  students  with 
disabilities  can  never  be  expelled. 

For  example,  a  child  with  a  disability  like  dyslexia  that  has 
behaved  in  violent  and  dangerous  ways  that  have  nothing  to  do  with 
his  disability,  must  be  kept  in  school.  In  school  disfricts  in  Virginia 
where  we  do  not  have  alternative  schools  to  send  these  children  to,  we 
have  refused  to  put  all  the  others  in  these  schools  at  risk. 

A  mother  of  an  elementary  school  mentally  retarded  girl  thanked 
me  one  day  for  the  position  we  have  taken  in  this  battle  with  the 


550 


federal  Education  Department.  She  said,  "It's  little  ones  like  mine  that 
are  more  at  risk  from  these  violent  students  than  anyone  else." 

Surely  decisions  about  maintaining  safe  and  disciplined  schools  ~ 
are  properly  in  the  purview  of  state  and  local  government. 

This  month,  Virginia's  attorney  general  has  asked  the  full  4th 
U.S.  Circuit  Court  of  Appeals  to  review  the  most  recent  ruling  in  this 
case.  Since  Virginia  has  become  dependent  on  the  over  $50  million 
federal  special  education  dollars  we  receive,  we  will  have  to  continue 
to  fight  the  federal  demand  that  would  put  our  teachers  and  students  in 
jeopardy. 

2.  As  President  of  a  State  School  Board,  I  am  especially 
opposed  to  President  Clinton's  newest  election  season  program  of  five 
billion  dollars  for  school  construction  and  renovation.  Here  again  we 
see  a  centralizing  of  decision  making  in  Washington,  while  usurping 
responsibility  from  local  school  districts  who  are  much  better  able  to 
make  these  kinds  of  decisions.  And  it  sets  up  localities  again  for  an 
unwarranted  dependency  on  the  federal  government. 

Will  well-managed  school  districts,  that  plan  and  meet  their 
funding  requirements  for  school  construction  and  renovation  be 
penalized,  while  poorly  managed  districts  that  don't  take  care  of  these 
needs  be  rewarded?  -  And  will  the  well-managed  districts  be  taxed  to 
pay  for  the  poorly  managed  districts? 

Why  should  Washington  federal  employees  be  micro-managing 
local  school  affairs  like  this?  It  is  nonsensical  to  tax  Americans  so 
school  construction  dollars  are  sent  to  Washington,  where  chunks  of 
the  money  are  siphoned  off  as  the  money  makes  its  way  through  the 
bureaucracy.  At  the  end  of  this  predictable  process  the  funds,  and 
funding  decisions  are  greatly  diminished  for  local  school  districts. 

3.  As  my  last  example  of  the  inappropriateness  of  federal 
activity  in  the  area  of  education,  I  want  to  review  why  I  am  so  opposed 
to  the  Goals  2000  Act  and  why  the  State  of  Virginia  has  chosen  not  to 
participate  in  Goals  2000,  even  with  the  recent  amendments. 

I  will  admit  that  part  of  my  intensity  in  opposing  Virginia's 
entanglement  in  this  new  Clinton  Administration  federal  education 
program  comes  from  my  seven  years  experience  working  at  the  federal 
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Department  of  Education,  during  which  1  learned  that  there  is  no  such 
thing  as  a  "no  strings"  federal  program 

When  we  first  began  to  discuss  Goals  2000  on  the  Virginia  State 
Board  one  of  my  board  colleagues  told  me,  "It's  good  guys  running  it 
now,"  and  he  argued  that  this  federal  program  would  be  different.  But 
T  know  better. 


I  worked  with  many  fine  people  at  the  federal  Education 
Department  and  Vm  sure  that  many  of  the  current  leaders  there  mean 
well. 

But  federal  education  officials  are  more  interested  in  turf  than 
teaching.  This  became  very  apparent  to  me  af^er  I  had  shifted  from  the 
federal  to  the  state  level  and  experienced  the  different  attitude  of  most 
state  education  ofTicials. 

In  Virginia  we  do  nol  want  the  federal  government  setting  the 
parameters  for  our  school  reform  efforts  with  Goals  2000.  We  rejected 
the  money  the  first  year,  when  the  federal  Department  of  Education 
kept  insisting  that  there  were  no  strings. 

Then  some  of  those  strings,  whose  existence  had  been  denied, 
were  removed  in  the  recent  amendments  to  the  Goals  2000  law. 

But  we  still  have  many  concerns  about  Goals  2000.  We  are 
working  really  hard  on  improving  our  schools  in  Virginia  and  are 
makmg  some  progress.  We  see  the  federal  Goals  2000  law  as  still 
containing  too  much  potential  interference  in  the  way  we  want  to  run 
our  schools. 

After  the  recent  amendments.  Goals  2000  proponents  continued 
to  say  it  was  a  no  strings  Tederal  program.  1  didn't  read  the  statute  in  ~~ 
that  way,  but  as  a  good  faith  measure  the  Virginia  State  Board  of 
Education  proposed  to  Secretary  Riley  that  we  spend  our  share  of 
1996  funding  under  Goals  2000  for  the  purchase  of  classroom 
computers  and  related  educational  technology,  without  intrusive 
federal  oversight  of  Virginia's  state  and  local  education  programs  and 
policies. 

But  Secretary  Riley  refused.  According  to  Secretary  Riley, 
Virginia  is  barred  by  law  from  using  100%  of  the  available  funding  for 
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classroom  computers.  He  also  noted  strings  that  Virginia  would  be 
required  to  comply  with  such  as: 

-preparing  the  state  improvement  plan  as  described  in  Goals 
2000,  which  would  require  us  to  include  items  not  a  part  of  Virginia's 
reform  design,  submit  to  site  visits  in  the  review  of  that  plan,  and  get 
permission  from  the  federal  government  before  making  changes  to  that 
plan;  and 

-preventing  Virginia  from  allocating  the  funds  to  local  school 
systems  according  to  our  own  progressive  state  education  formula,  or 
in  such  other  manner  as  the  General  Assembly  and  Governor  might 
determine. 

We  spent  nearly  two  years  on  the  State  Board  of  Education,  in  a 
bipartisan  effort,  and  working  v/iih  thousands  of  people  all  over  the 
state,  to  improve  and  toughen  up  our  state  academic  standards  in 
English,  math,  science,  and  history  (copy  attached).  Meanwhile  the 
federal  government  spent  millions  preparing  national  history 
standards,  the  first  draft  of  which  was  so  bad  that  the  United  States 
Senate  voted  99  to  1  to  oppose  them. 

In  contrast,  Virginia's  standards,  produced  without  any  Goals 
2000  or  other  federal  funds,  have  garnered  national  acclaim  from 
leaders  including  AFT  union  President  Albert  Shanker,  IBM  President 
Louis  Gerstner,  former  Senator  Bob  Dole,  and  several  states  have  said 
they  are  considering  adopting  Virginia's  standards  in  whole  or  part. 

Why  would  Virginia  want  the  federal  government  involved  in 
any  way  in  the  setting  of  our  academic  standards  when  we  have  done 
such  a  better  job  than  they  did? 

The  Virginia  State  Constitution  gives  the  State  Board  of 
Education  authority  to  supervise  public  education  in  our  state.  The 
amended  Goals  2000  still  calls  for  a  "broad-based  state  panel"  to 
develop  the  State  Improvement  Plan  required  by  Goals  2000. 

Why  would  the  State  Board  of  Education  want  to  place  itself  in  a 
subordinate  position  to  a  new  federally  mandated  panel  that  could 
usurp  the  authority  our  State  Constitution  gives  us? 

Virginia  has  moved  into  a  position  of  national  leadership  in 
education  reform.  We  have  rigorous  new  academic  standards,  we're 
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developing  a  comprehensive  testing  program  to  measure  achievement 
against  the  new  standards,  and  we've  made  a  significant  investment  of 
funds  in  classrooms  and  technology. 

Why  would  we  surrender  state  and  local  control  of  education  to 
the  federal  government  for  the  few  cents  per  day  per  student  available 
under  Goals  2000"^ 

We've  frequently  been  urged  in  Virginia  to  try  Goals  2000,  and 
if  the  feds  interfere  too  much,  Virginia  can  simply  drop  out.  Thai's 
easy  to  say  of  course    But  when  has  Virginia  or  any  other  stale  pulled 
out  of  a  massive  federal  program  and  given  up  the  extra  funding  it  has 
brought? 

And  does  this  federal  program  ever  end?  In  the  year  2000  when 
we  haven't  met  the  national  goals,  will  we  try  a  different  approach? 
Or  like  most  federal  programs,  does  Goals  2000  just  go  on  and  on  and 
on,  with  the  only  certainty  being  increasing  taxpayer  money  to  fund  h'^ 

At  this  time  in  our  history  when  the  American  electorate  has 
repudiated  big  government  schemes  in  their  lives,  and  even  President 
Clinton  is  declaring  the  end  of  big  government.  Congress  should  save 
Virginia  the  trouble  of  rejecting  the  Goals  2000  funds  again  by  simply 
repealing  it,  before  states  develop  the  dependency  upon  it  that  they 
have  for  so  many  other  federal  programs. 

Federal  education  programs,  like  the  three  T  have  cited,  seem 
designed  to  create  an  unhealthy  dependency  by  states  and  localities 
upon  the  federal  government  that  is  contrary  to  the  American  tradition 
of  state  and  local  control  of  schools. 

That's  why  the  more  experience  I  have  in  education,  the  more 
strongly  I  believe  not  just  that  Goals  2000  should  be  repealed,  but  that 
Congress  should  elimmate  the  $30  billion  U.S.  Department  of 
Education  and  return  education  to  states  and  communities  once  and 
for  all. 


200  PROGRAMS  OF  THE  DEPARTMENT  OF  EDUCATION 

Senator  Specter.  Thank  you  very  much,  Ms.  Easton,  for  your 
very  important  testimony. 

Let  nie  begin  with  a  question  of  whether  the  Department  of  Edu- 
cation is  really  necessary  and  what  might  be  done  with  the  func- 
tions of  the  Department  if  they  are  not  all  to  be  eliminated.  And 
let  me  say  to  you,  Ms.  Staub,  at  the  outset,  that  when  you  men- 
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tioned  some  200  programs  of  the  Department  of  Education,  last 
year  we  eliminated  64,  the  House  has  proposed  to  eliminate  40 
more,  and  the  Department  of  Education  has  come  in  with  proposals 
to  eliminate  16.  So,  the  impact  has  been  very  substantial  in  terms 
of  streamlining  and  trying  to  move  away  from  bureaucracy. 

You  mentioned,  Ms.  Easton,  the  fact  that  President  Reagan  op- 
posed the  Department  of  Education,  but  I  do  not  believe  there  was 
ever  real  effort — and  I  have  been  in  the  Senate  all  the  time,  he  and 
I  were  elected  on  the  same  day  in  1980 — to  eliminate  it. 

Ms.  Staub,  you  make  a  comment  about  putting  it  in  an  agency. 
How  would  you  suggest,  starting  with  you,  Ms.  Staub,  restructur- 
ing the  Federal  Government  if  we  did  eliminate  the  Department  of 
Education? 

Ms.  Staub.  Restructuring  the  Government  if  the  Department 
were  eliminated  all  together?  Taking  its  functions  and  probably 
sending  it  back  to  a  cooperative  place  where  it  did  not  seem  to  rest 
unproblematically  with  the  Department  of  Health  and  Human 
Services,  which  was  then,  I  guess,  the  Department  of  Health,  Edu- 
cation, and  Welfare. 

Senator  Specter.  Putting  it  back  Uke  the  old  HEW? 

Ms.  Staub.  Yes;  as  a  portion  of  that.  What  I  haven't  been  able 
to  determine,  or  find,  and  it  may  exist  but  I  haven't  found  it,  is  any 
evidence  quantitatively  or  qualitatively,  that  indicates  that  any- 
thing has  particularly  improved  since  it  has  been  removed. 

We  are  spending  a  whole  lot  more  but  there  doesn't  seem  to  be 
any  evidence  that  we  have  improved  education  as  a  result  or  stu- 
dent performance  as  a  result. 

Senator  Specter.  Ms.  Easton,  why  do  you  think  President 
Reagan  never  really  mounted  an  effort  to  eliminate  the  Depart- 
ment of  Education?  You  worked  there.  You  have  been  in  the  field. 
He  was  a  very  persuasive  guy  when  he  set  his  mind  out  to  do 
something  but  he  never  really  made  that  push. 

Ms.  Easton.  I  think  maybe  I  have  a  special  insight  in  that  par- 
ticular question  because  I  lived  there,  I  worked  there,  from  the  be- 
ginning. And  in  my  view,  the  problem  was  that  he  appointed  his 
first  Education  Secretary,  a  very  distinguished  gentleman,  Terrell 
Bell,  who  did  not  agree  with  that. 

I  can  tell  you,  being  there,  there  was  tremendous  conflict  every 
day  between  those  appointees,  like  me  and  the  general  counsel  that 
I  worked  for,  who  came  in  good  faith  hoping  to  do  what  President 
Reagan  talked  about.  And  then  Secretary  Bell,  distinguished  man 
though  he  was,  he  disagreed.  In  fact,  he  had  a  notion  of  expanding 
the  Department.  I  really  think  that  was  key. 

And  I  also  think  there  were  not  the  votes  in  the  Congress,  I  don't 
think  it  ever  got  out  of  committee,  to  do  what  he  had  wanted  to 
do.  So,  that  is  a  bit  of  reality. 

Senator  Specter.  How  about  Secretary  Bennett? 

Ms.  Easton.  Secretary  Bennett  said  consistently,  I  remember  his 
very  last  hearing  I  was  privileged  to  be  behind  him,  and 

Senator  Specter.  How  about  Governor  Lamar  Alexander.  We 
had  some  people  who  were  opposed  to  it. 

Ms.  Easton.  Yes;  that  is  right.  Many  people  have  been  opposed 
to  it.  The  votes,  if  you  don't  have  the  votes  to  get  it  out  of  commit- 
tee you  are  not  going  to  go  anywhere.  But  if  I  could  just  give  one 
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example,  one  program  that  everybody  reveres,  title  I,  or  chapter  I, 
we  keep  changing  the  name  back  and  forth. 

Senator  Specter.  I  do  not  know  that  it  ever  came  to  the  commit- 
tee that  we  ever  really  made  the  push  or  counted  the  votes. 

Ms.  Easton.  It  must  have  been  discussed.  I  remember  discus- 
sions early  on,  in  early  Reagan.  Perhaps  there  never  was  a  vote  on 
it. 

Senator  Specter.  Ms.  Staub,  I  agree  with  you  totally  when  you 
talk  about  invitations  to  bring  people  to  Washington  to  sit  at  the 
policy  table.  I  think  that  is  really  indispensable  and  that  is  what 
we  are  really  trying  to  do  to  get  inputs  outside  of  the  beltway. 

What  is  your  view  with  respect  to  the  charter  schools  or  the  ef- 
forts to  increase  privatization?  Do  you  think  that  has  a  real  poten- 
tial for  providing  some  competition  for  the  public  school  system? 

Ms.  Staub.  I  do  indeed.  I  am  a  proponent  of  charter  schools  and 
have  been  familiar  with  charter  schools  that  have  been  established 
for  a  number  of  years  in  States  before  it  became  fashionable  or  be- 
fore it  hit  the  top  of  the  media.  I  know  the  teachers  that  teach  in 
those  schools.  They  love  it.  It  is  a  tremendous  restoration  of  com- 
munity, if  you  will.  I  think  that. 

I  think  privatizing,  wherever  possible,  is  appropriate  so  long  as 
the  accountability  remains  with  the  privatized  agency  but  my  own 
personal  experience  with  charter  schools  is  a  very,  very  positive 
one  and  I  favor  them. 

Senator  Specter.  Ms.  Easton,  you  have  been  critical  of  the  $5 
billion  President  Clinton  program  to  build  schools.  I  do  not  know 
that  you  really  ought  to  be  so  critical  about  it.  I  do  not  know  that 
it  is  ever  going  to  happen.  It  was  a  fine  speech,  but  no  legislation 
has  been  proposed.  The  President  proposes,  the  Congress  disposes. 
There  is  going  to  have  to  be  a  much  more  viable  offset  than  the 
television  spectrum  for  that  to  work. 

It  is  really  hard  coming  with  offsets.  That  is  a  point  I  made 
about  Chief  of  Staff  Panetta  when  we  were  looking  for  $2.7  billion 
to  make  three  major  departments  work,  and  we  got  into  it  just  a 
little  bit.  I  did  not  bring  up  the  Wisconsin  system  with  Secretary 
Riley  but  he  did.  But  there  was  an  endorsement  by  the  President 
of  the  Wisconsin  Welfare  Reform  Program  until  it  came  down  to 
the  brass  tacks  and  then  the  Department  of  Health  and  Human 
Services  would  not  grant  the  waivers. 

So,  it  was  a  fine  speech,  but  just  that,  and  that  is  why  I  wanted 
to  pick  up  on  the  issue  as  to  the  children,  which  the  Secretary  had 
mentioned  in  another  context  with  respect  to  education,  to  see  if 
there  is  not  some  other  way  to  deal  with  the  children  issue  when 
it  comes  to  getting  the  young  women  to  go  to  schools  on  some  inno- 
vative program  that  the  Department  might  be  able  to  create. 

Let  me  ask  you  one  final  question  on  Goals  2000,  and  I  know 
there  is  a  difference  of  opinion  which  you  have  with  me  on  this 
subject.  And  when  you  commented,  Ms.  Easton,  that  the  amend- 
ments which  I  had  initiated  in  the  legislation  were  an  improvement 
and  I  thought  I  saw  just  a  slight  nod  of  Ms.  Staub's  head. 

Ms.  Staub.  That  is  in  my  testimony  as  well,  acknowledging  your 
amendments  and  your  work. 

Senator  Specter.  Well,  that  is  something  that  I  think  we  really 
need  to  untie  the  strings,  and  what  I  would  like  to  do  is  ask  you 
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this,  as  opposed  to  discussion,  we  have  kept  you  here  for  a  long 
time,  is  to  take  a  look  at  where  the  program  is  now  with  the 
changes — the  national  board  is  gone;  there  are  no  standards  set  by 
the  Federal  Government;  the  "Standards  of  Learning"  which  you 
have  held  up  and  I  would  be  interested  in  taking  a  look  at,  they 
are  part  of  the  record  and  nobody  is  going  to  tell  Virginia  what 
standards  to  impose — whether  there  is  something  more  that  could 
be  done. 

Congressman  Istook  was  very  happy  to  be  able  to  put  those 
funds  into  computers,  very  happy  to  do  that.  Take  a  look  and  see 
if  there  is  not  something  else  that  we  can  do.  That  came  to  me  in 
very  dramatic  terms  when  I  talked  to  a  number  of  people  around 
the  country  about  eliminating  the  Federal  controls,  getting  rid  of 
the  strings,  and  then  it  is  almost  a  block  grant,  really,  or  a  sort 
of  revenue-sharing  coming  back  to  the  States  on  a  population  basis. 

So,  perhaps  if  it  ought  not  to  be  there  at  all,  it  is  a  conduit  back. 

Give  me  some  suggestions  as  to  how  we  might  improve  it  because 
that  is  something  we  might  be  able  to  accomplish  this  year. 

Ms.  Staub.  I  will  attempt  to  do  that. 

RESPONSES  OF  SECRETARY  RILEY  TO  DISCUSSIONS  THAT  OCCURRED 
WITH  NONDEPARTMENTAL  WITNESSES 

Senator  Specter.  Well,  I  think  this  has  been  a  very  fruitful  ses- 
sion. What  I  would  ask  Ms.  Staub  and  Ms.  Easton  to  do,  too,  is  to 
take  a  look  at  the  specification  as  to  what  Secretary  Riley  has  had 
to  say  about  the  very  detailed  questions  which  we  had  submitted 
to  him,  which  are  a  part  of  the  record,  on  efficiencies. 

[Clerk's  note. — The  Department  of  Education  was  provided 
with  the  opportunity  to  reply  to  discussions  that  occurred  during 
the  second  panel.  This  response  follows:] 
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[Clerk's  note.-FolIowing  the  July  16,  1996  hearing,  the  subcommittee 
extended  an  invitation  to  the  Secretary  of  Education  to  respond  to  the  testimony  of 
the  panel.  Secretary  Riley  provided  the  following  responses.] 

RESPONSE  OF  SECRETARY  RILEY 
TO  TESTIMONY  BY  SUSAN  STAUB 

Many  of  the  concerns  raised  by  Ms.  Staub  are  addressed  in  my  May  6,  1996 
letter  to  Chairman  Specter,  which  has  been  entered  into  the  hearing  record.  In 
particular,  the  May  6  letter  describes  the  concepts  underlying  the  Federal  role  in 
education;  the  criteria  used  to  determine  if  Federal  education  programs  are  neces.sary; 
the  administrative  efficiency  of  the  Department  of  Education  in  delivering  98  cents  on 
the  dollar  to  States,  school  districts,  schools,  and  students;  and  the  measures  in  place  to 
evaluate  and  improve  the  effectiveness  of  Department  programs. 

Ms.  Staub  also  discusses  several  other  issues  related  to  the  Department  and  its 
programs,  and  I  wish  to  respond  briefly  to  each  of  them.  In  general,  I  believe 
Ms.  Staub's  testimony  overlooks  some  of  the  fundamental  changes  in  the  way  we  do 
business  that  have  occurred  under  President  Clinton's  leadership.  Many  of  her 
criticisms  were  on  the  mark  five  or  six  years  ago;  they  are  no  longer  true  today. 

TEST  SCORES 

First,  while  it  is  true  that  we  need  to  do  much  better  in  many  areas,  the  picture 
that  emerges  from  recent  test  scores  is  far  from  the  "malaise"  described  by  Ms.  Staub. 
Student  performance  on  the  National  Assessment  of  Educational  Progress  (NAEP)  has 
generally  increased  over  the  past  decade,  particularly  in  math  and  science.  In  addition, 
the  achievement  gap  between  white  and  minority  students  has  narrowed  considerably, 
though  it  remains  too  large. 

Student  scores  on  the  math  portion  of  the  SAT  also  rose  by  1 2  points  from  1982 
to  1994.  And  most  impressive,  the  number  of  Advanced  Placement  examinations 
receiving  a  passing  score  climbed  from  132,000  in  1982  to  476,000  in  1995.  Again,  we 
need  to  do  more,  but  there  is  much  evidence  that  we  are  making  progress,  particularly 
in  those  areas  —  such  as  math  and  science  —  that  have  received  special  attention  at  the 
Federal  level. 

REDUCING  REGULATIONS 

Ms.  Staub  is  right  to  identify  regulatory  and  paperwork  burdens  as  a  major  issue 
for  State  and  local  school  administrators,  and  an  obstacle  to  effective  education  reform. 
What  she  has  apparently  missed,  however,  is  the  regulatory  revolution  that  has  occurred 
in  Federal  education  programs  under  President  Clinton. 

As  part  of  the  President's  regulatory  reinvention  initiative,  we  have  reached  out 
to  talk  with  hundreds  of  customers  and  have  reviewed  every  single  Department 
regulation.  We  have  eliminated  1 30  of  those  regulations  —  678  pages  in  all  —  or  about 
47  percent  of  our  total  regulations. 
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Programs  that  have  been  authorized  or  reauthorized  since  President  Clinton  took 
ortlce  didn't  need  this  kind  of  review,  because  we  have  been  careful  from  the  start  to 
regulate  only  when  absolutely  necessary.  For  example,  we  are  administering  Goals 
2000  and  School-to- Work  without  issuing  a  single  regulation.  And  of  the  49  programs 
included  in  the  Improving  America's  Schools  Act,  only  8  require  regulatory  guidance. 

NEW  REGULATORY  FLEXIBILITY 

The  Department  also  is  moving  away  from  the  "one-size-fits-all"  regulatory 
approach  by  greatly  expanding  the  use  of  waivers  of  statutory  and  regulatory 
requirements.  If  States  and  school  districts  find  that  such  requirements  present  an 
obstacle  to  innovative  reform  efforts,  they  may  seek  waivers  of  the  requirements  from 
the  Department.  Roughly  1 25  waivers  have  been  approved  to  date. 

The  most  far-reaching  waiver  approach  is  the  new  ED-FLEX  demonstration, 
which  allows  the  Department  to  give  State-level  officials  broad  authority  to  approve 
waivers  of  Federal  statutory  and  regulatory  requirements  that  stand  in  the  way  of 
effective  reform.  This  pilot  project  began  with  six  States  and  was  expanded  this  year 
to  12.  with  Maryland  and  Colorado  the  first  States  to  join  the  original  six:  Oregon, 
Massachusetts,  Kansas,  Ohio,  Texas,  and  Vermont. 

We  also  have  worked  with  Congress  to  simplify  and  reduce  the  paperwork 
involved  in  applying  for  Federal  education  funds.  For  example,  49  States  are  now 
taking  advantage  of  the  new  provision  permitting  a  single  consolidated  application  for 
all  Elementary  and  Secondary  Education  Act  programs.  In  addition  to  reducing 
paperwork,  this  change  promotes  the  comprehensive  planning  that  is  essential  to 
effective  education  reform. 

Reporting  requirements  also  have  been  reduced.  Most  of  the  programs 
authorized  by  the  Improving  America's  Schools  Act  require  reporting  once  every  two 
or  three  years  instead  of  annually  —  permitting  States,  schools,  and  teachers  to  focus 
on  what  really  counts:  educating  students,  not  paperwork. 

I  believe  these  changes  go  a  long  way  toward  encouraging  and  rewarding  the 
"can-do  spirit"  of  educators  like  those  described  by  Ms.  Staub.  And  perhaps  the  best 
outlet  for  their  creative  energy  is  the  new  Charter  School  program,  which  has  been 
championed  by  both  President  Clinton  and  Chairman  Specter. 

MANAGEMENT  IMPROVEMENTS 

Ms.  Staub  also  looks  to  the  past  in  her  criticism  of  Department  administrative 
practices  and  her  suggestion  that  the  Department  is  a  bloated  bureaucracy.  The  General 
Accounting  Office  (GAO)  report  on  Department  management  problems  that  she  quotes 
from  was  completed  in  the  fall  of  1992.  I  am  very  familiar  with  that  report,  because  one 
of  the  first  steps  that  former  Deputy  Secretary  Kunin  and  I  took  when  we  arrived  at  the 
Department  in  early  1993  was  to  adopt  it  as  a  blueprint  for  transforming  the 
Department's  management. 
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Some  of  the  management  improvements  undertaken  in  response  to  the  (JAO 
report  include  developing  a  strategic  plan  with  specific  objectives  and  measurable 
performance  indicators,  rebuilding  our  financial  and  administrative  management  system 
from  the  ground  up  through  the  Education  Department  Central  Automated  Processing 
System  project,  and  substantially  increasing  our  investment  in  staff  training. 

These  improvements  have  led  to  better  customer  service,  less  bureaucracy, 
greater  flexibility  for  our  customers,  and  internal  improvements  that  help  the 
Department  work  better  and  save  taxpayer  dollars.  One  measure  of  our  success  has  been 
the  dramatic  decline  in  the  cost  to  taxpayers  of  student  loan  defaults.  By  reducing  the 
default  rate  from  22  percent  to  12  percent  and  increasing  collections  from  $1.0  billion 
to  $1.9  billion,  we  have  brought  net  default  costs  in  the  student  loan  programs  down 
from  $1.7  billion  in  1992  to  $0.5  billion  in  1995. 

This  progress  also  was  rellected  in  a  recent  New  York  Times  article  on  Federal 
loan  programs,  in  which  Comptroller  General  Charles  Bowsher  was  quoted  as  saying 
that  "one  bright  spot  is  the  improved  oversight  of  student  loans  by  the  Education 
Department." 

A  LEAN  DEPARTMENT 

As  for  the  size  of  the  Department,  1  believe  the  evidence  supports  Senator 
Ribicoffs  prediction  during  the  debate  over  the  agency's  creation,  as  quoted  by 
Ms.  Staub.  that  it  would  be  a  "lean,  tight,  simple  and  efficient  structure."  Before  the 
Department  was  created  in  1980.  it  took  about  7,700  employees  in  several  different 
agencies  to  administer  Federal  education  programs.  In  1995.  the  year  cited  by 
Ms.  Staub,  it  took  only  about  5.000  staff —  a  reduction  of  one-third  —  to  administer  an 
even  larger  number  of  education  programs. 

This  is  why  the  Department  has  the  highest  ratio  of  program  obligations  to 
employees  of  any  Federal  agency  —  $6  million  for  each  FTE.  And  contrary  to 
Ms.  Staub's  testimony,  the  number  of  Department  staff  is  shrinking  dramatically,  not 
growing.  We  are  requesting  only  4,613  FTE  for  1997,  a  reduction  of  518  FTE,  or 
10  percent,  from  the  1995  level. 

STIMULATING  LOCALLY  BASED  REFORM 

Ms.  Staub  concludes  her  testimony  by  urging  the  Department  to  "unleash  the 
problem-solving  potential  of  our  own  citizens  and  leaders"  and  to  encourage  "a  wide 
variety  of  education  programs  designed  and  run  by  teachers,  parents,  taxpayers  and  their 
locally  elected  officials  working  together."  I  hope  I  made  it  clear  in  my  own  testimony 
that  this  is  exactly  what  we  are  trying  to  do  at  the  Department  of  Education. 

Our  guidelines  on  religion  in  the  schools,  for  example,  as  well  as  our  new 
truancy  manual,  are  aimed  at  helping  parents  and  teachers  and  school  officials  develop 
their  own  effective  solutions  to  problems  in  these  areas.  And  Goals  2000.  Charter 
Schools,  and  Technology  Challenge  Grants  are  examples  of  key  initiatives  designed  to 
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bring  all  the  members  of  our  communities  together  to  reform  their  schools  and  help 
students  reach  higher  standards  of  achievement. 

I  urge  Ms.  Staub  to  take  a  closer  look  at  today's  Department  of  Education,  not 
the  Department  of  five  years  ago.  We  have  worked  hard  —  and  successfijlly  —  to  make 
the  changes  demanded  by  the  millions  of  parents,  teachers,  school  officials,  and 
community  leaders  who  are  striving  to  raise  the  performance  of  our  schools.  Ms.  Staub 
may  not  approve  of  these  changes,  or  may  believe  we  have  not  gone  far  enough,  but 
ignoring  them  —  as  she  does  in  her  testimony  —  does  nothing  to  advance  the  effort  to 
improve  American  education. 

RESPONSE  OF  SECRETARY  RILEY 
TO  TESTIMONY  BY  MICHELLE  EASTON 

Ms.  Easton  is  certainly  straightforward  in  her  opposition  to  Federal  education 
programs  and  in  her  desire  to  abolish  the  U.S.  Department  of  Education.  However,  in 
my  experience  as  a  State  legislator  and  Governor,  I  am  concerned  that  Ms.  Easton 
misses  a  critical  aspect  of  our  uniquely  American  form  of  educational  governance  — 
State  and  local  responsibility  for  education  backed  by  a  Cabinet-level  Department  of 
Education  focused  on  areas  of  national  priority.  Moreover,  her  testimony  on  the 
bipartisan  effort  to  raise  education  standards  through  the  Goals  2000:  Educate  America 
Act  perpetuates  some  of  the  myths  and  misinformation  about  the  program  that  have  no 
basis  in  fact,  but  that,  unfortunately,  have  helped  to  deny  its  benefits  to  her  own  State 
of  Virginia. 

THE  FEDERAL  ROLE  IN  EDUCATION 

First,  1  could  not  agree  more  with  Ms.  Easton  that  the  Federal  Government  has 
no  business  running  America's  educational  system.  I  have  said  time  and  again  that 
education  is  primarily  a  State  and  local  responsibility  but  a  national  priority.  We  have 
a  strong  interest  at  the  national  level  in  the  performance  of  our  educational  system, 
because  a  well-educated  citizenry  is  critical  to  our  economy  and  our  democracy.  But 
decisions  over  how  to  ensure  a  well-educated  citizenry  rest  primarily  with  States  and 
localities,  which  decide  what  to  teach,  how  to  teach  it,  who  will  teach  it,  and  where  and 
when  it  will  be  taught. 

The  limited  but  critical  Federal  role  in  education  involves  providing  national 
leadership  in  responding  to  urgent  needs  in  American  education,  helping  to  ensure  equal 
educational  opportunity  for  all  Americans,  helping  families  pay  for  postsecondary 
education,  and  serving  as  a  clearinghouse  of  good  ideas  for  improving  the  quality  of 
teaching  and  learning. 

Clearly  the  late  Dr.  Ted  Bell,  Ms.  Easton's  former  boss  and  President  Reagan's 
Secretary  of  Education,  agreed  with  the  importance  of  this  limited  Federal  role  in 
education,  since  he  opposed  eliminating  the  Department.  I  knew  Dr.  Bell  well  and  in 
fact  was  asked  by  his  family  to  speak  at  his  recent  memorial  service. 
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The  Department  carries  out  this  limited  role  by  working  as  a  supportive  partner 
in  helping  schools  and  colleges.  States,  school  districts,  parents,  and  students  to  reach 
their  own  high  educational  expectations,  in  the  way  they  best  see  fit. 

Under  President  Clinton,  the  Department  is  fighting  for  what  is  really  needed  to 
upgrade  education  across  America:  safe,  disciplined,  and  drug-free  schools;  teaching 
reading  and  the  basics  and  promoting  high  standards  for  all  students;  helping  teachers 
teach  to  high  standards  in  core  academic  subjects;  encouraging  parents  and  teachers  to 
work  together  to  improve  education;  expanding  public  school  choice  through  magnet 
schools  and  charter  schools;  getting  computers  into  the  classroom;  and  helping  young 
adults  to  go  to  college  and  older  adults  to  go  back  to  college  through  improved  and 
expanded  student  financial  aid  programs. 

SCHOOL  SAFETY  AND  STUDENTS  WITH  DISABHJTIES 

The  U.S.  Department  of  Education  does  have  special  responsibilities  when  it 
comes  to  ensuring  the  legal  rights  of  individuals  to  an  education.  For  a  great  many  years 
in  this  country  minority  individuals  and  individuals  with  disabilities  were  denied  access 
to  a  quality  public  education.  The  Department  now  is  charged  with  enforcing  our  civil 
rights  laws  to  ensure  that  such  individuals  receive  equal  educational  opportunity. 

The  Department  attempts  to  work  cooperatively  with  States  and  school  districts 
to  reach  voluntary  remedies  to  violations  of  the  Nation's  civil  rights  laws,  but  as  Ms. 
Easton  points  out.  the  State  of  Virginia  has  taken  the  Department  to  court  over  issues 
involving  the  rights  of  students  with  disabilities. 

Our  legal  battle  with  Virginia,  however,  is  not  about  the  importance  of 
maintaining  safe  schools,  but  about  the  value  of  providing  education  services  outside 
of  normal  school  settings  to  students  with  disabilities  who  have  already  been  expelled. 
There  is  nothing  more  important  than  ensuring  that  students  have  a  safe  environment  in 
which  to  learn.  It  simply  is  not  true  that  the  Department  of  Education  does  not  permit 
schools  to  expel  violent  students  with  disabilities.  Under  current  law,  schools  have  the 
authority  to  suspend  and  expel  children  with  disabilities  if  their  behavior  is  not  caused 
by  their  disability. 

The  Department  also  is  seeking  changes  to  the  Individuals  with  Disabilities 
Education  Act  that  would  give  school  personnel  the  authority  —  in  cases  involving 
weapons  —  to  immediately  transfer  a  child  with  a  disability  to  an  alternative  setting 
pending  a  determination  on  whether  disciplinary  measures  should  be  applied.  The 
Department  also  is  proposing  that  hearing  officers  be  authorized  to  remove  dangerous 
children. 

Removing  such  children  from  the  classroom  is  an  appropriate  response  when 
their  behavior  poses  a  threat  to  other  students  or  teachers.  However,  terminating 
services  to  these  children  —  as  the  State  of  Virginia  has  sought  to  do  —  is  the  wrong 
approach  for  students  who  have  already  been  expelled  and  who  are  at  risk  of  more 
failure  due  to  their  disabilties.  In  its  attempt  to  guarantee  the  safety  of  its  schools  and 
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communities,  the  State  of  Virginia  may  only  ensure  that  these  children  will  never  be 
productive,  law-abiding  members  of  their  communities. 

SCHOOL  CONSTRUCTION  INITIATIVE 

Ms.  Easton's  opposition  to  President  Clinton's  School  Construction  Initiative 
is  difficult  to  reconcile  with  the  facts  of  the  proposal.  This  $5  billion,  four-year 
initiative  would  leverage  $20  billion  in  new  school  construction  and  renovation  projects. 
It  would  not  centralize  decision-making  in  Washington  or  usurp  local  responsibility;  it 
simply  would  provide  Federal  financial  assistance  that  would  cut  the  interest  costs  of 
school  construction  by  as  much  as  one-half.  States  and  communities  would  still  be 
responsible  for  their  share  of  interest  costs  and  for  arranging  financing  by  floating  bond 
issues  —  so  there  is  no  issue  of  "unwarranted  dependency  on  the  Federal  government." 

The  School  Construction  Initiative  involves  no  new  taxes,  as  Ms.  Easton  implies 
in  her  testimony.  The  one-time  initiative  would  be  financed  by  the  auction  of  unused 
portions  of  the  broadcast  spectrum.  And  no  dollars  would  be  "siphoned  off  as  the 
money  makes  its  way  through  the  bureaucracy."  The  Department  receives  a  separate 
appropriation  —  just  2  percent  of  its  overall  discretionary  budget  —  to  fund  the 
administration  of  its  programs,  and  every  dollar  raised  by  the  spectrum  auction  would 
be  used  to  subsidize  badly  needed  school  construction  and  renovation  projects. 

RAISING  STANDARDS  IN  SCHOOLS 
ACROSS  AMERICA  THROUGH  GOALS  2000 

Ms.  Easton  reserves  her  strongest  attacks  for  the  Goals  2000  program,  in  which 
her  State  of  Virginia  has  declined  to  participate.  Participation  in  Goals  2000  is 
voluntary,  of  course,  but  if  there  is  a  sound,  factually  based  reason  for  rejecting  the 
financial  assistance  for  school  reform  made  available  under  Goals  2000, 1  haven't  heard 
it.  What  1  have  heard  are  myths  and  misinformation,  and  I  am  afraid  that  much  of  Ms. 
Easton's  testimony  falls  into  those  same  categories. 

First.  I  must  take  exception  to  her  assertion  that  I  rejected  a  request  by  the  State 
of  Virginia  to  use  Goals  2000  funds  exclusively  for  classroom  computers  and  related 
educational  technology.  In  fact,  in  a  May  30,  1996  letter  to  the  Virginia  Superintendent 
of  Public  Instruction,  I  specifically  stated  that  the  Virginia  State  Board  of  Education 
could  limit  the  use  of  Goals  2000  funds  to  the  purchase  of  classroom  computers  and 
software,  so  long  as  this  use  was  consistent  with  State  and  local  improvement  plans. 

It  is  important  to  note  here  that  90  percent  of  Goals  2000  funds  are  subgranted 
to  local  school  districts.  In  this  context  the  Subcommittee  may  be  interested  to  know 
that  92  out  of  134  local  school  boards  in  Virginia  passed  resolutions  urging  the  State  to 
apply  for  Goals  2000  funds.  It  is  ironic  that  in  the  name  of  local  control  of  education, 
the  Virginia  State  Board  of  Education  is  denying  local  school  districts  access  to  funds 
that  they  clearly  want.  Communities  in  49  States  are  currently  benefiting  from  this 
flexible  source  of  Federal  education  improvement  funds.  It  is  unfortunate  that  schools 
in  Virginia  are  not. 
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The  request  from  Virginia  went  beyond  seeking  exemption  from  the  minimal 
requirements  of  the  Goals  2000  Act  that  apply  to  every  participating  State;  the  State 
Board  even  sought  to  preclude  the  Department  from  seeking  reimbursement,  through 
administrative  or  judicial  action,  of  improperly  spent  funds. 

Goals  2000  is  a  school  improvement  program  based  on  challenging  academic 
standards  for  all  students.  State  and  local  control  of  education,  broad-based  involvement 
in  education  reform,  and  accountability  for  results.  It  is  not,  however,  a  blank  check 
for  State  school  board  officials  who  would  ignore  the  purposes  of  the  law  and  reject 
basic  accountability  for  the  expenditure  of  taxpayer  funds. 

ACADEMIC  STANDARDS 

Ms.  Easton's  concern  about  Federal  involvement  in  setting  academic  standards 
is  also  misplaced.  The  Department  has  not  and  will  not  tell  any  State  or  local 
community  what  standards  it  should  use  to  teach  its  children.  We  simply  want  each 
State  and  community  to  develop  or  adopt  its  own  set  of  challenging  academic  standards, 
because  we  believe  such  standards  are  an  essential  part  of  an  effective  education  reform 
effort. 

During  the  Bush  Administration  —  when  Ms.  Easton  was  a  high-ranking 
Department  official  —  the  Department  began  funding  the  development  of  voluntary 
model  academic  standards  in  core  subjects,  and  most  of  these  have  been  well-received. 
States  and  local  school  districts  may  choose  to  adopt  some  or  all  of  these  standards,  or 
to  use  them  as  guidelines  for  developing  their  own  standards,  but  there  is  no  linkage 
between  the  use  of  the  model  standards  and  Federal  education  dollars.  I  am  pleased  to 
hear  that  Virginia  has  made  such  good  progress  in  developing  its  own  standards. 

STATE  PANELS 

Finally,  the  State  panels  called  for  under  Goals  2000  can  in  no  way  be  seen  as 
usurping  the  authority  of  the  Virginia  State  Board  of  Education  or  any  other  State 
educational  agency.  On  the  contrary,  under  the  Goals  2000  amendments  adopted  last 
spring,  each  State  decides  for  itself  the  process  for  selecting  a  panel,  with  a  "broad- 
based"  composition  as  the  only  requirement.  In  addition,  any  reform  plan  developed  by 
the  panel  must  be  approved  by  the  State  Board  of  Education.  It  is  hard  to  see  how  such 
a  State-directed  process  could  lead  Virginia  to  "surrender  State  and  local  control  of 
education  to  the  Federal  government." 

In  conclusion,  Ms.  Easton's  fierce  opposition  to  the  Federal  role  in  education, 
and  to  Goals  2000  in  particular,  appears  to  be  based  primarily  on  politics,  since  so  many 
of  the  assertions  in  the  testimony  supporting  her  position  are  demonstrably  false.  I  do 
not  see  how  that  opposition  —  whatever  its  political  benefit  —  provides  any  advantage 
whatsoever  to  the  children,  parents,  and  teachers  of  the  State  of  Virginia. 
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CONCLUSION  OF  HEARINGS 

Senator  Specter.  Thank  you  all  very  much,  that  concluded  our 
hearings,  the  subcommittee  will  stand  in  recess  subject  to  the  call 
of  the  Chair.  ,      , 

[Whereupon,  at  3:50  p.m.,  Tuesday,  July  16,  the  hearings  were 
concluded,  and  the  subcommittee  was  recessed,  to  reconvene  sub- 
ject to  the  call  of  the  Chair.] 


DEPARTMENTS  OF  LABOR,  HEALTH  AND 
HUMAN  SERVICES,  AND  EDUCATION,  AND 
RELATED  AGENCIES  APPROPRIATIONS  FOR 
FISCAL  YEAR  1997 


U.S.  Senate, 
Subcommittee  of  the  Committee  on  Appropriations, 

Washington,  DC. 

SOCIAL  SECURITY  ADMINISTRATION 

[Clerk's  note. — The  subcommittee  was  unable  to  hold  hearings 
with  the  Social  Security  Administration;  the  subcommittee  received 
a  statement  from  Commissioner  Chater  and  questions  were  sub- 
mitted to  the  Administration  for  their  response.] 

[The  statement  follows:] 

Prepared  SxATEMEhrr  of  Hon.  Shirley  S.  Chater,  Commissioner,  Social 
Securiit  Administration 

The  Social  Security  Administration  (SSA)  is  pleased  to  present  the  President's  fis- 
cal year  1997  appropriation  requests.  These  are  the  first  requests  that  SSA  has  pre- 
sented since  becoming  an  independent  agency  on  March  31,  1995.  Our  budget  re- 
flects SSA's  commitment  to  the  needs  of  our  Nation's  senior  citizens  and  other  bene- 
ficiaries while  protecting  the  interests  of  America's  taxpayers,  incorporating  the 
President's  Supplemental  Security  Income  (SSI)  and  continuing  disability  review 
proposals  to  ensure  the  integrity  of  the  programs  that  SSA  administers,  and  invest- 
ing in  the  future  to  make  SSA  work  better  and  cost  less.  This  budget  supports  SSA's 
three  major  goals  of  rebuilding  public  confidence  in  its  programs,  providing  world 
class  service  to  its  customers,  and  creating  a  supportive  environment  for  its  employ- 
ees. 
SSA  plans  to  use  its  administrative  resources  to: 

— conduct  additional  continuing  disability  reviews  (CDR's)  to  ensure  that  individ- 
uals receiving  disability  benefits  are  still  eligible  to  receive  those  benefits; 
— automate  its  core  business  processes  to  save  work-years  and  implement  its  In- 
telligent Work  Station/Local  Area  Network  (IWS/LAN)  initiative  to  provide  its 
employees  with  necessary  technology  to  serve  the  public  effectively; 
— redesign  its  entire  disability  process  to  improve  customer  service  and  increase 

productivity; 
— continue  the  acceleration  of  Personal  Earnings  and  Benefit  Estimate  State- 
ments (PEBES)  to  help  rebuild  confidence  in  SSA's  programs; 
— continue  to  increase  production  in  a  crucial  performance  measure — hearings  dis- 
positions— which  improved  by  25  percent  in  fiscal  year  1995  over  fiscal  year 
1994  and  will  continue  to  improve  in  fiscal  year  1996;  and 
— build  on  improvements  already  achieved  in  access  to  its  800-number  telephone 
service  through  the  use  of  new  technology  and  the  addition  of  teleservice  rep- 
resentatives. 

SSA's  overall  fiscal  year  1997  BUDGET 

SSA's  total  budget  for  fiscal  year  1997  includes  outlays  of  $399  billion.  More  than 
90  percent  of  this  budget  will  be  paid  out  in  the  Old-Age,  Survivors  and  Disability 
Insurance  (OASDI)  benefits  that  make  up  the  self-financed  Social  Security  program. 
In  fiscal  year  1997,  SSA  expects  to  make  payments  of  $314  billion  to  38  miUion 
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OASI  beneficiaries  and  $47  billion  to  more  than  6  million  DI  beneficiaries.  These 
trust  fund  benefit  payments  are  permanently  appropriated  and  therefore  not  part 
of  the  budget  requests  before  the  Committee,  which  cover  overall  program  adminis- 
tration and  our  general-fund-financed  programs.  The  general  fund  programs  include 
the  SSI  program  request  for  $28.9  billion,  as  well  as  $.6  billion  for  the  black  lung 
program  administered  by  SSA.  The  remainder  of  the  outlays  consist  primarily  of 
SSA's  administrative  expenses  and  payments  to  the  Railroad  Retirement  Board. 

The  responsibility  for  administering  programs  of  this  magnitude  is  enormous  and 
one  that  we  take  very  seriously. 

SSA's  FISCAL  YEAR  1997  LIMITATION  ON  ADMINISTRATIVE  EXPENSES  REQUEST 

SSA's  major  discretionary  spending  request  before  this  Committee  is  the  Limita- 
tion on  Administrative  Expenses  (LAE)  account.  The  overall  LAE  request  was  devel- 
oped within  the  framework  of  the  Agency  Strategic  Plan  (ASP),  supplemented  by 
SSA's  Business  Plan,  which  complements  and  integrates  SSA's  long-range  ASP, 
shorter-term  tactical  plans,  and  other  planning  and  implementation  documents.  To- 
gether, these  documents  provide  a  vision  for  SSA's  future  as  well  as  specific  steps 
for  achieving  our  goals  in  an  environment  of  resource  constraints. 

The  LAE  accoxint  is  presented  here,  first  and  foremost,  because  it  directly  impacts 
the  quality  of  service  we  provide  to  the  American  public.  Our  fiscal  year  1997  LAE 
request  for  $6,582  billion  includes  $6,072  billion  for  basic  day-to-day  operating  ex- 
penses (including  a  critically-needed  investment  in  automation),  $260  million  to  con- 
duct additional  CDR's,  and  $250  million  to  implement  welfare  reform  proposals. 
Overall,  this  request  amounts  to  less  than  2  percent  of  total  benefit  payments. 

Although,  in  total,  this  request  represents  an  increase  of  roughly  $700  million 
over  SSA's  fiscal  year  1996  appropriation,  more  than  half  of  the  increase,  $450  mil- 
lion, is  related  to  two  new  initiatives:  conducting  additional  Continuing  Disability 
Reviews  (CDR's)  ($200  million)  and  administrative  costs  associated  with  implement- 
ing SSI  Reform  Proposals  ($250  million). 

The  fiscal  year  1997  President's  budget  proposed  an  adjustment  in  the  discre- 
tionary spending  cap  of  $60  million  for  fiscal  year  1996  and  $260  miUion  for  fiscal 
year  1997  with  allocations  to  the  Appropriations  Committees  to  provide  SSA  with 
resources  to  process  additional  CDR's.  Authority  for  a  discretionary  cap  adjustment 
of  $60  million  for  fiscal  year  1996  and  $160  for  fiscal  year  1997  was  included  in  Pub- 
lic Law  104-121.  Under  this  authority,  $60  million  was  included  in  SSA's  fiscal  year 
1996  appropriation. 

The  $250  million  increase  for  implementing  proposed  SSI  Reforms  is  contingent 
on  legislation  which  would  authorize  raising  the  discretionary  caps  and  providing 
an  allocation  to  the  Appropriations  Committees  to  enable  them  to  provide  funding 
for  SSI  Reform  (similar  to  CDR  funding  provided  by  Public  Law  104-121).  These 
funds  would  be  used  to  review  the  cases  of  drug  addicts  and  alcoholics,  children  and 
noncitizens.  Changes  to  the  entitlement  status  of  drug  addicts  and  alcoholics  have 
already  been  enacted;  SSA  is  absorbing  this  workload  by  backlogging  other  high  pri- 
ority work. 

Of  the  remaining  increase  requested  for  fiscal  year  1997,  over  half  ($133  million) 
is  needed  to  continue  our  efforts  to  modernize  our  systems  and  install  intelligent 
work  stations  in  all  of  our  field  offices.  This  is  critical  if  SSA  is  to  realize  the  longer- 
term  savings  and  service  improvements  that  we  have  built  into  our  plans. 

The  balance  of  the  increase  ($117  million)  is  related  to  basic  day-to-day  oper- 
ations. It  is  needed  to  cover  a  portion  of  the  increases  in  spending  for  salaries  and 
related  expenses  (including  rent,  postage,  security,  medical  costs,  etc.)  for  SSA  and 
the  State  Disability  Determination  Services  (DDS).  The  remainder  of  these  in- 
creases will  be  met  through  a  reduction  in  overtime  from  fiscal  year  1996  levels. 

AUTOMATION  INVESTMENT  FUNDING 

We  are  continuing  our  critical  investments  in  automation.  Our  budget  request  in- 
cludes $300  million  for  the  fourth  year  of  the  $1.1  billion  five-year  investment  in 
the  Intelligent  Workstation/Local  Area  Network  (IWS/LAN)  project  and  other  state- 
of-the-art  initiatives.  SSA  is  implementing  its  IWS/LAN  initiative  to  provide  front- 
line employees  with  technology  which  will  make  information  available  where  and 
when  it  is  needed,  speeding  claims  processing  and  telephone  service. 

In  addition,  this  investment  is  instrumental  to  our  long-term  improvements  in 
disability  claims  processing.  In  conjunction  with  our  process  reengineering  efforts, 
it  will  make  virtually  all  of  our  business  processes  more  efficient,  streamline  admin- 
istrative operations  and  enhance  customer  service. 
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We  know  that  this  investment  is  worthwhile.  Field  studies  have  shown  us  that 
we  will  gain  at  least  two  dollars  in  greater  productivity  and  efficiency  for  every  one 
dollar  we  invest  in  technology. 

DISABILITY  AND  APPEALS  WORKLOADS 

SSA  has  been  confronted  in  the  1990's  with  unprecedented  grovirth  in  applications 
for  disability  benefits.  As  these  applications  have  moved  through  the  initial  decision 
phase  and  into  the  appeals  process,  SSA  has  also  experienced  unprecedented  growth 
in  hearings  and  appeals  workloads.  We  now  project  that,  in  fiscal  year  1997,  both 
claims  receipts  and  hearing  requests  will  level  off  to  about  2.5  million  initial  claims 
and  574,000  hearings  requests.  Thanks  to  the  success  of  Agency  initiatives,  which 
have  reduced  initial  claims  pending  to  a  more  manageable  level,  SSA  will  focus  its 
efforts  in  fiscal  year  1997  on  reducing  the  number  of  hearings  pending. 

Redesigning  the  Disability  Process;  SSA  is  committed  to  redesigning  its  entire  dis- 
ability process.  Although  this  is  a  long-term  initiative,  we  are  implementing  those 
aspects  of  the  new  process  that  can  be  implemented  in  the  near-term,  including 
major  changes  in  the  way  that  our  claimants  access  our  process  and  in  the  way  that 
we  process  initial  claims  and  requests  for  hearings.  Since  we  will  be  breaking  new 
ground,  we  will  test  and  adjust  our  processes  as  we  move  toward  the  redesign  vi- 
sion. 

Once  complete,  this  reengineering  initiative  will  enable  SSA  to  meet  world  class 
service  goals  for  timely  and  accurate  disability  processing. 

Continuing  Disability  Reviews:  Performing  additional  CDR's  supports  SSA's  ef- 
forts to  ensure  program  integrity  and  increase  public  confidence  in  our  programs. 
This  Administration  is  determined  that  taxpayer-financed  disability  program  dollars 
should  be  going  only  to  those  who  are  truly  entitled. 

As  noted  above.  Public  Law  104-121  includes  a  discretionary  cap  adjustment  of 
$60  million  and  $160  million  for  fiscal  year  1996  and  fiscal  year  1997  respectively. 
Under  this  authority,  $60  million  was  included  in  SSA's  fiscal  year  1996  appropria- 
tion. 

SSI  REFORM  LEGISLATION 

This  budget  includes  $50  million  for  fiscal  year  1996  and  $250  million  for  fiscal 
year  1997,  to  be  available  until  expended,  for  SSA  to  implement  SSI  reforms  con- 
tained in  the  President's  fiscal  year  1997  budget.  This  funding  is  contingent  on  the 
passage  of  legislation  and  further  congressional  action. 

One  of  the  reforms  proposed  by  the  President,  eliminating  eligibility  for  DI  or  SSI 
benefits  on  the  basis  of  drug  addiction  or  alcoholism,  was  subsequently  enacted  in 
Public  Law  104-121.  Since  special  funding  to  implement  this  legislation  was  not  in- 
cluded, we  are  absorbing  the  cost  of  processing  an  additional  201,000  DA&A  cases. 

OTHER  INITIATIVES 

Our  budget  buys  more  than  just  "business  as  usual."  In  addition  to  the  focus  on 
automation  and  disability  workloads,  our  fiscal  year  1997  budget  funds  a  number 
of  initiatives  designed  to  improve  service  and  increase  efficiency,  both  in  fiscal  year 
1997  and  into  the  future.  Some  examples  of  these  other  initiatives  include: 

— A  plan  to  improve  SSA's  800-number  telephone  service.  In  April  1995,  Dalbar 
Financial  Services  rated  SSA  the  best  telephone-answering  organization  among 
those  public  and  private  sector  organizations  reviewed.  According  to  the  study, 
SSA  teleservice  representatives  were  the  most  knowledgeable,  courteous  and  ef- 
ficient among  the  companies  compared,  including  several  renowmed  for  their 
customer  service  standards,  such  as  Nordstrom,  L.L.  Bean,  Disney,  and  Federal 
Express.  Despite  the  fact  that  SSA  received  an  overall  top  rating,  SSA  recog- 
nizes that  the  amount  of  time  that  callers  spend  waiting  to  speak  to  a  rep- 
resentative is  too  long  and  needs  improvement. 

— Our  budget  supports  several  initiatives  to  improve  this  aspect  of  our  telephone 
service,  including  the  use  of  new  technologies,  the  hiring  of  new  employees  to 
answer  telephones  full  time,  and  the  training  of  additional  employees  to  answer 
telephones  during  busy  "spike"  periods. 

— An  effort  to  send  Personal  Earnings  and  Benefit  Estimate  Statements,  or 
PEBES,  to  millions  of  Americans.  This  public  education  effort  is  designed  to 
provide  all  working  Americans  with  a  financial  statement  of  their  earnings  as 
well  as  an  estimate  of  their  future  Social  Security  benefits. 

— In  fiscal  year  1997,  we  will  provide  approximately  14  million  statements.  By  the 
year  2000,  we  will  have  sent  close  to  100  million  statements  over  the  preceding 
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6-year  period.  We  are,  in  fact,  accelerating  the  processing  schedules  required  by 
law  to  manage  this  large  workload  requirement  more  smoothly. 
— A  streamlining  plan  that  gives  greater  support  and  empowerment  to  employees 
who  directly  serve  the  public,  while  reducing  unnecessary  layers  of  manage- 
ment. Our  plan  cuts  supervisor-to-employee  ratios  by  50  percent  and  increases 
the  proportion  of  employees  who  work  in  direct  customer  service  positions. 

SSA'S  fiscal  year  1997  OFFICE  OF  INSPECTOR  GENERAL  REQUEST 

As  a  newly-independent  agency,  SSA  has  gained  its  own  Office  of  Inspector  Gen- 
eral (OIG),  a  function  which  had  previously  been  performed  for  SSA  by  the  Depart- 
ment of  Health  and  Human  Services.  The  OIG  is  directly  responsible  for  detecting 
and  investigating  fraud,  waste  and  abuse,  a  mission  carried  out  through  a  nation- 
wide network  of  audits  and  investigations. 

In  support  of  SSA's  goals  for  rebuilding  public  confidence,  providing  world  class 
service,  and  providing  a  supportive  environment  for  its  employees,  the  OIG  plans 
to  focus  its  audits  and  investigations  in  four  of  SSA's  core  business  processes:  enu- 
meration, claims,  earnings,  and  post  entitlement. 

The  fiscal  year  1997  request  for  the  OIG  totals  $27.4  million  to  cover  its  operating 
expenses,  including  salaries  for  its  staff  and  other  costs  such  as  rent  and  supplies. 
This  request  will  enable  OIG  to  carry  out  its  stated  mission  while  supporting  SSA's 
goals  as  an  independent  agency. 

OTHER  FISCAL  YEAR  1997  APPROPRIATION  REQUESTS 

In  addition  to  our  primary  administrative  accounts,  we'd  like  to  provide  a  brief 
summation  of  our  other  appropriation  requests  before  this  Committee. 

— $20.9  million  for  Payments  to  Social  Security  Trust  Funds.  This  request  will 
serve  to  reimburse  the  Social  Security  trust  funds  for  the  costs  of  certain  bene- 
fits and  administrative  expenses  properly  charged  to  Federal  funds.  It  excludes 
the  payment  of  $10,000,000  to  reimburse  the  OASDI  trust  funds  for  work  car- 
ried out  under  Section  19141  of  the  Energy  Policy  Act  of  1992,  which  estab- 
lished the  "Coal  Industry  Retiree  Health  Benefit  Act  of  1992."  These  funds  were 
appropriated  in  the  Omnibus  Appropriations  Act  for  fiscal  year  1996,  Public 
Law  104-134,  which  was  enacted  after  the  President's  budget  had  been  submit- 
ted. 

— $630  million  for  Special  Benefits  for  Disabled  Coal  Miners.  These  funds  cover 
benefit  payments  and  administrative  expenses  for  that  portion  of  the  black  lung 
program  administered  by  SSA. 

— $28.9  billion  for  the  Supplemental  Security  Income  (SSI)  Program.  This  request 
includes  SSI  benefits  and  reimbursement  to  the  Social  Security  trust  funds  for 
the  administrative  cost  of  the  SSI  program. 

CONCLUSION 

As  mentioned  earlier,  we  will  accomplish  all  of  the  initiatives  just  discussed  while 
holding  our  administrative  costs  to  less  than  2  percent  of  our  total  budget.  This 
means  that  more  than  98  cents  of  every  dollar  in  the  Social  Security  budget  will 
go  back  to  the  American  people  in  the  form  of  benefits. 

But  while  our  administrative  costs  remain  low,  the  amount  of  work  we  process 
in  our  day-to-day  operations  remains  high.  In  fiscal  year  1997,  among  other  respon- 
sibilities, we  will:  Pay  benefits  to  51  milUon  people;  handle  6  million  new  benefit 
claims;  process  17  million  requests  for  Social  Security  number  cards;  and  post  246 
million  annual  earnings  items  for  covered  workers. 

These  are  exciting  times  for  all  of  us  at  the  Social  Security  Administration.  We 
have  completed  our  first  year  as  an  independent  agency,  celebrated  our  sixtieth 
birthday,  and  reached  a  new  record  in  the  number  of  individuals  entitled  to  monthly 
benefits.  We  believe  that  our  LAE  budget  request  of  $6,582  billion  addresses  today's 
challenges,  while  also  investing  in  the  future  for  a  more  efficient  SSA  to  provide  the 
improved  service  our  customers  deserve  in  the  years  to  come. 

Further,  this  budget  demonstrates  the  Administration's  solid  commitment  to  the 
Social  Security  program,  to  the  agency,  and,  most  importantly,  to  those  people 
whose  well-being  depends  upon  Social  Security,  while  ensuring  that  each  dollar  re- 
quested is  spent  wisely. 

Additional  Committee  Questions 

Question.  The  Committee  last  year  expressed  its  expectation  that  staffing  reduc- 
tions would  be  taken  in  administrative  overhead  staffs  rather  than  in  frontline  field 
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office  personnel.  Please  detail  staffing  levels  for  each  component  within  SSA  for  the 
end  of  fiscal  year  1995,  the  most  recent  estimate  for  fiscal  year  1996,  and  projections 
for  the  end  of  fiscal  year  1997.  Please  indicate  both  the  full-time  equivalent  (FTE) 
figures  and  percentage  changes. 

Answer.  The  Social  Security  Administration  (SSA)  staffing  levels  by  major  compo- 
nent are  displayed  in  the  table  below.  The  data  are  based  on  actual  fiscal  year  1995 
experience  and  estimates  for  fiscal  year  1996  and  fiscal  year  1997.  Fiscal  year  1995 
FTE's  are  adjusted  for  comparability  to  include  the  impact  of  independent  agency 
functions  transferred  to  SSA  from  the  Department  of  Health  and  Human  Services 
(HHS)  in  mid-fiscal  year  1995. 

WORKLOAD  AND  STAFFING  LEVELS 

Fiscal  year- 
Components  

1995  1996  1997 

Workload  operations:  Field  offices,  teleservice  centers, 

hearings  and  appeals,  other  direct  service 40,299  40,808  41,292 

Change  from  fiscal  year  1995  (percent) -(-1.3  -(-2.5 

Processing  centers  14,178  13,689  13,580 

Change  from  fiscal  year  1995  (percent) -3.5  -4.3 

Total,  workload  operations  54,477               54,497  54,872 

Change  from  fiscal  year  1995  (percent) +.1  +.7 

Staff  10,674                10,232  9,896 

Change  from  fiscal  year  1995  (percent) -4.2  -7.3 

CDR  initiative 500 

SSA  total  65,151  64,729  65,268 

Change  from  fiscal  year  1995  (percent) -.7  +.2 

Question.  How  many  buyouts  and  early  outs  were  taken  by  employees  in  each 
component?  How  is  SSA  managing  staffing  shortages/imbalances,  if  any,  caused  by 
the  impact  of  buyouts  and  early  outs  taken  in  field  offices  and  teleservice  centers? 

Answer.  The  fiscal  year  1995  and  fiscal  year  1996  early  out  and  buyout  statistics, 
by  component,  are  as  follows: 

BUYOUTS  AND  EARLY  OUTS 

Early  out — fiscal  years  Buyouts ' — fis- 

Component  cal  year  1995 

1995  1996  to  date  only 

Operations  738  404  741 

Programs  and  policy  (includes  Office  of  Hearings  and 
Appeals)  19  7  150 

All  other  (for  example,  systems,  human  resources,  fi- 
nance, assessment,  and  management,  etc.) :....  43  2  215 

Total  800  413  1,106 

>  Buyout  statistics  include  employees  who  separated  under  regular  retirement,  early  out  retirement  and  resignations. 

Any  staffing  imbalances  created  by  these  programs  are  being  addressed  by  shift- 
ing workloads  to  other  offices,  increasing  overtime,  replacing  critical  workload  losses 
through  external  hiring  and  redeploying  headquarters  and  regional  office  staff  em- 
ployees to  direct  service/workload  positions  throughout  the  country. 

Question.  How  has  SSA  utilized  the  FTE's  transferred  from  HHS  when  SSA  be- 
came an  independent  agency?  Were  any  converted  to  direct  customer  service? 

Answer.  When  SSA  became  an  independent  agency  in  March  1995,  resources  were 
transferred  from  HHS  to  SSA  to  cover  the  functions  formerly  performed  by  HHS. 
Both  the  FTE's  and  the  employees  transferred  to  SSA  are  being  used  to  provide 
those  functions  in  the  independent  SSA,  including  the  Office  of  the  Inspector  Gen- 
eral, the  Office  of  the  General  Counsel  and  payroll/personnel  processing  activities. 
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A  few  of  the  more  than  1,000  HHS  employees  transferred  to  SSA  in  fiscal  year 
1995  were  assigned  to  direct  service  positions,  based  on  their  requests  for  transfer. 
Moreover,  the  functions  to  which  many  of  the  transferred  HHS  employees  were  as- 
signed are  the  specific  staff  areas  that  SSA  is  targeting  for  reductions  during  the 
fiscal  year  1996  through  fiscal  year  1999  period.  SSA  employees  in  those  functions 
have  been  and  continue  to  be  offered  opportunities  to  take  permanent  assignments 
in  direct  service  positions,  including  redeployment  to  field  and  hearing  offices  and/ 
or  assignments  to  direct  service  units. 


Question.  Please  provide  the  Committee  with  information  on  the  progress  SSA  is 
making  to  attaining  its  goal  of  processing  disability  appeals  within  120  days?  What 
percent  of  cases  are  currently  processed  within  that  time  frame?  What  is  the  cturent 
average  time  and  how  does  that  compare  to  projections  for  fiscal  year  1997? 

Answer.  In  fiscal  year  1994,  SSA  made  hearings  decisions  and  issued  notices 
within  120  days  after  filing  on  8.6  percent  of  hearings  requests  pending.  This  was 
improved  to  11.6  percent  for  fiscal  year  1995,  just  shy  of  the  agency  goal  of  12  per- 
cent. For  the  month  of  May  1996,  SSA  processed  11.9  percent  of  hearings  within 
the  120  day  time  frame. 

The  average  processing  time  for  April  1996,  was  387  days  as  compared  to  a  projec- 
tion of  259  days  by  the  end  of  fiscal  year  1997. 

Question.  What  is  the  status  of  SSA's  disability  reengineering  effort? 

Answer.  The  redesign  of  SSA's  disability  process  is  a  long-term  initiative  to  pro- 
vide world-class  service  within  available  resource  levels.  The  project  life  is  expected 
to  run  beyond  the  turn  of  the  century,  nevertheless,  SSA  is  moving  to  implement 
those  aspects  of  the  new  process  that  can  be  implemented  in  the  nearer  term,  in- 
cluding major  changes  in  the  way  claimants  access  our  process  and  the  way  we 
process  initial  claims  and  requests  for  hearings.  Since  we  will  be  breaking  new 
ground,  we  will  test  and  adjust  processes  as  warranted  to  ensure  they  work  as  we 
move  toward  the  redesign  vision. 

Question.  SSA  proposed  establishment  of  a  Disability  Claims  Manager  to  stream- 
line case  management.  What  progress  has  been  made  in  implementing  this  aspect 
of  the  new  process? 

Answer.  SSA  is  moving  toward  implementing  two  direct  service  positions  envi- 
sioned in  the  disability  redesign — the  Disability  Claims  Manager  (DCM)  and  the  Ad- 
judication Officer  (AO).  These  new  positions  will  function  to  ensure  faster,  more  ac- 
curate disability  determinations  and  decisions.  SSA  is  currently  pilot-testing  the  AO 
position  and  plans  to  begin  testing  the  DCM  position  in  the  fall. 

One  of  the  aspects  of  reengineering  is  to  have  fewer  people  handling  cases.  With 
the  new  DCM  position,  a  claimant  has  only  one  or  two  persons  in  the  field  office 
to  contact  about  their  case,  rather  than  not  knowing  with  whom  to  discuss  their 
case. 

The  new  AO  position  will  reduce  the  number  of  cases  sent  to  the  ALJ's.  The  AO 
would  look  at  the  file  and  determine  if  any  evidence  was  missing  and  update  the 
file  as  needed.  If  a  wholly  favorable  decision  could  be  made  on  the  basis  of  the  evi- 
dence available,  the  case  could  be  processed  without  referring  the  case  to  an  AU. 

Question.  Much  of  the  backlog  and  hold-up  in  SSA's  handling  of  disability  appeals 
occurs  at  the  Office  of  Hearings  and  Appeals  (OHA).  What,  specifically,  is  being 
done  to  address  this  serious  problem? 

Answer.  In  addition  to  hiring  additional  Administrative  Law  Judges  (AU's)  and 
support  staff  and  using  overtime,  SSA  has  also  taken  other  important  actions  to  ad- 
dress the  hearings  backlogs. 

In  order  to  address  the  unprecedented  rise  in  the  number  of  new  hearing  requests 
filed  in  recent  years,  we  have  initiated  a  number  of  aggressive  short-term  backlog 
reduction  efforts,  many  of  which  are  part  of  our  Short-Term  Disability  Plan  (STDP). 
As  a  result,  hearing  case  backlogs  have  been  shrinking  in  recent  months.  In  fiscal 
year  1995,  SSA  issued  25  percent  more  hearing  case  dispositions  than  in  fiscal  year 
1994. 

One  such  innovation  was  a  plan  to  standardize  disability  claim  file  preparation 
throughout  SSA,  an  idea  which  provided  the  impetus  for  the  modular  disability  fold- 
er now  being  implemented. 

SSA  is  undertaking  a  number  of  actions  to  increase  the  volume  of  hearings  proc- 
essed, including: 

— expanding  prehearing  conference  procedures  to  ensure  claimants'  files  are  com- 
plete; 
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— granting  temporary  authority  to  attorney  advisors  in  OHA  to  conduct  certain 
prehearing  proceedings  and,  where  the  developed  documentary  record  warrants, 
issue  wholly  favorable  decisions; 
— providing  decision  writing  support  from  other  SSA  components;  and 
— using  screening  units  to  determine  if  an  appealed  reconsideration  decision  meet- 
ing certain  criteria  can  be  reversed  based  on  the  record  in  lieu  of  conducting 
a  labor-intensive  and  time-consuming  hearing. 
SSA's  plan  calls  for  a  seamless  transition  from  these  short-term  initiatives  to  the 
implementation  of  the  longer-term  redesign  of  the  disability  process. 

In  implementing  these  initiatives,  SSA  is  being  careful  to  preserve  the  key  prin- 
ciples and  parameters  of  the  adjudicative  process — decisional  independence  of  the 
ALJ's  and  the  right  of  the  claimant  to  a  hearing.  These  plans  also  preserve  the  ex- 
clusive role  of  ALJ's  to  hear  and  decide  cases  without  burdening  them  with  matters 
that  do  not  require  an  ALJ's  expertise. 

Question.  What  is  the  average  cost  of  a  hearing  by  an  administrative  law  judge 
and  how  has  this  cost  changed  over  the  past  five  years?  Will  disability  reengineering 
reduce  this  cost? 

Answer.  The  following  table  displays  the  average  SSA  cost  for  a  disability  hearing 
for  each  fiscal  year  from  1990  through  1995: 

Cost  of  a  disability  hearing 

Fiscal  year: 

1990 $1,126 

1991 1,264 

1992 1,232 

1993 1,307 

1994 1,382 

1995 1,320 

We  believe  that  disability  reengineering  will  enable  SSA  to  increase  productivity 
by  processing  more  cases  with  fewer  people.  We  are  in  the  process  of  piloting  our 
reengineering  initiatives.  Based  on  the  pilot  results,  we  will  be  in  a  better  position 
to  estimate  the  impact  the  reengineered  process  will  have  on  the  average  cost  of  a 
hearing. 

INTELLIGENT  WORKSTATION/LOCAL  AREA  NETWORK  (IWS/LAN) 

Question.  SSA's  fiscal  year  1997  budget  justification  provides  no  detail  concerning 
the  status  of  IWS/LAN  installations.  Please  submit  SSA's  plan,  identifying  how 
many  installations  will  be  complete  by  the  end  of  fiscal  year  1996  and  how  many 
will  be  complete  by  the  end  of  fiscal  year  1997.  When  will  the  system  be  ftilly  in- 
stalled? 

Answer.  The  following  table  displays  the  fiscal  year  1997  President's  budget 
schedule  for  the  IWS/LAN  installations. 

PROJECTED  IWS/LAN  INSTALLATIONS 


1995 

1996 

1997 

1998 

Total 

Installation  schedule: 
IV^S — computers 

455 

-  19,606 

15 

23.597 

31,030 

740 

32.448 

5.148 

987 

56.500 

IWS— furniture 

LAN  

786 

56.570 
1.742 

The  schedule  included  in  the  fiscal  year  1997  President's  budget  (see  table  above) 
projected  that  the  installation  of  the  IWS/LAN  computing  network  for  SSA  and  the 
Disability  Determination  Services  (DDS's)  would  be  completed  by  the  end  of  fiscal 
year  1998.  SSA  is  presently  reviewing  the  obligation  and  installation  schedule  in 
light  of  the  fiscal  year  1996  automation  investment  fund  appropriation  of  $167  mil- 
lion and  the  June  14,  1996,  award  of  the  national  IWS/LAN  contract. 

Question.  How  does  SSA  plan  to  measure  productivity  gains  resulting  from  IWS/ 
LAN  expenditures? 

Answer.  The  implementation  of  IWS/LAN  provides  workyear  savings  that  are 
needed  in  the  near-term  to  process  growing  workloads  and  to  provide  improved  serv- 
ice in  a  period  of  streamlining/downsizing.  IWS/LAN  Phase  I  is  expected  to  result 
in  workyear  savings  of  over  2,900  workyears  annually  (including  about  500 
workyears  in  the  DDS's,  400  workyears  in  the  Office  of  Hearings  and  Appeals,  and 
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2,000  workyears  from  the  field  offices,  teleservice  centers,  program  service  centers 
and  Office  of  Disability  and  International  Operations).  Just  these  initial  productivity 
increases  are  estimated  to  provide  a  2-to-l  return  on  the  net  investment  over  the 
7-year  system  life  of  the  IWS/LAN  project. 

Pilot  results  show  that  IWS/LAN  is  a  sound  investment.  Management  information 
which  is  routinely  collected  on  field  office  productivity  will  be  available  to  verify  the 
pilot  results  after  full  implementation. 

TELEPHONE  SERVICE 

Question.  How  cost  effective  is  the  800  number  compared  to  providing  phone  serv- 
ice in  local  Social  Security  offices? 

Answer.  We  have  not  been  able  to  develop  a  comparison  of  the  cost-effectiveness 
of  the  800  number  to  providing  equivalent  phone  service  in  local  Social  Security  of- 
fices. No  effective  comparison  is  possible  due  to  the  inability  of  local  telephone  com- 
panies to  provide  information  at  the  level  of  detail  necessary. 

We  are  confident  that  such  a  comparison  would  demonstrate  the  cost-effectiveness 
of  the  800  number  due  to  several  factors,  such  as  the  economy  of  scale  possible  with 
larger  answering  sites  dedicated  to  responding  to  the  public's  calls. 

Question.  What  are  SSA's  plans  to  enhance  phone  service  in  local  offices? 

Answer.  The  Omnibus  Budget  Reconciliation  Act  of  1990  required  SSA  to  main- 
tain the  level  of  local  telephone  access  generally  available  as  of  September  30,  1989 
and  to  ensure  that  field  office  telephone  numbers  were  published  in  local  phone  di- 
rectories. This  has  resulted  in  increased  call  volumes  to  local  offices,  as  well  as  a 
decline  in  the  level  of  service  the  offices  have  been  able  to  provide.  The  President's 
budget  request  includes  funding  to  enhance  field  office  telephone  service.  Our  dem- 
onstration project  for  enhanced  automated  features  for  field  offices  was  well  re- 
ceived, both  by  field  office  managers  and  the  General  Accounting  Office. 

The  fiscal  year  1997  plans  will  allow  for  the  installation  of  automated  attendant 
and  voice  mail  features  in  field  offices  currently  equipped  with  phone  systems  capa- 
ble of  supporting  these  additional  features.  The  remaining  field  offices  would  receive 
the  same  features  as  their  existing  phone  systems  are  replaced  by  newer  phone  sys- 
tems. 
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